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Behind the Scenes with American Diplomacy... . 


“The American Diplomatic Game” is a dynamic book which will 
delight the cynic with the frankness with which it gives names, dates 
and little known facts. Drew Pearson, co-author of “Washington 
Merry-Go-Round,” has collaborated with Constantine Brown, foreign 
news correspondent, to produce an enthralling story of the secret 
history of American Diplomacy. It covers the period since the World 
War when the entire world united to outlaw war and then through 
the frailties of the Foreign Office, let that opportunity slip through 
their hands. 


Why did the Japanese try to purchase the S.S. Leviathan at the height 
of the Far Eastern crisis? Why did Secretary Stimson decline to let 
Mussolini come to Washington? Scores of intimate questions are 
answered—scores of diplomatic incidents are exposed. Read how 
Frank B. Kellogg stumbled on the Pact of Paris by accident, how 
Henry L. Stimson struggled to make it a reality, how the United States 
tried to thrust disarmament on an unwilling Europe and how finally 
the forces of economic rivalry headed the world toward a new catas- 
trophe. Here is the inside story of the smash-up of the London 
Economic Conference. 
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Future Trading on Commodity Markets ... . 


So many readers have expressed interest in commodities that we take 
this opportunity to comment on one of the standard, accepted books 
in this field. The author, G. Wright Hoffman, is a Professor at the 
University of Pennsylvania and Consulting Economist to the Grain 
Futures Administration United States Department of Agriculture. This 
accurate description of the organization and operation of future 
markets and the price aspects and problems of future trading was 
prepared only after the most painstaking research and study. 


“Future Trading Upon Organized Commodity Markets” begins with 
a discussion of the economic position and evolution of future trading 
and proceeds with a revealing explanation of grain marketing, cotton 
marketing, the future contract and its use, brokers and _ traders, 
exchanges, rules of procedure and the clearing of contracts. The 
second half is devoted to price structures, various factors which affect 
future prices, government regulation, hedging and the market-making 
function. The final chapter is a summary and outlook. 48 charts and 
30 tables are used to clarify important points. 
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Our Most Misunderstood President ... . 


Theodore G. Joslin has written a new and refreshing story of the 
Hoover Administration. “Hoover Off the Records” is a vital revelation 
of a very human man. As secretary to Herbert Hoover, Mr. Joslin 
knew hundreds of facts which never reached the newspapers. His 
exclusive, personal information has helped to make this book lively, 
profitable reading. 


For a man whose motto was “Work is Life,” Mr. Hoover lived a 
lifetime in every year of his presidency. Under the extreme stress 
of the crisis he assumed a veil of silence. In regard to financial 
problems, especially, Mr. Hoover was often misunderstood. This 
book penetrates his silence about the mysterious conference in Andrew 
Mellon’s apartment, about his eighteen hour long-distance phone call 
to Chicago on the eve of the banking holiday and about his opinion 
of Congress and his relations with Franklin D. Roosevelt. Whether 
or not you liked Mr. Hoover as a president, you will find a keen 
interest in “Hoover Off The Records.” 
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With Our Readers 


Sirs: 

I note that we have had eighteen 
months of “priming the pump” and 
experimenting to bring the country 
out of the depression and increase 
prices, but the result seems to be more 
unemployment and increased prices for 
all food products, and now the Ad- 
ministration wants $5,000,000,000 to 
continue the speculation. 

Why not adopt the Townsend Plan 
of Old Age Pensions, and resumption 
of prosperity within thirty days? It 
is estimated that this would create 
purchasing power of $2,000,000,000 
per month. If this was done there 
would be an immediate demand that 
would take up all the efficient un- 
employed and make a demand greater 
than the supply for labor. Undoubt- 
edly factories would be running twenty- 
four hours per day. My understand- 
ing is that to secure the money to pay 
these pensions there would be a small 
sales tax of not exceeding 10 per cent 
on all sales, either retail sales or the 
source of supply for manufacturing 
goods. The budget could be balanced 
and all expenses for unemployment 
could be cancelled. 

There is quite a nucleus in Congress 
favoring this plan and I have been un- 
able to find the flaw, if any. I wish 
you would study the plan and if you 
have any objections, I would like to 
hear them.—D. A. M., Washington, 
D. C. 


We assure you we have studied the 
Townsend Plan. We are somewhat 
surprised, not to say startled, that it 
can receive serious consideration. You 
speak of this simple formula as creat- 
ing purchasing power of $2,000,000,- 
000 a month. There is the basic flaw 
which you have overlooked. It will not 
create one dime of purchasing power. 
What it will do, accepting your figures, 
is to confiscate by taxation and redis- 
tribute $2,000,000,000 a month of 
purchasing power already created by 
our economic organization and already 
in existence. If it could be created by 
magic, why the need of a tax? No 
doubt Dr. Townsend is sincere, but he 
apparently does not realize that in 
reality his plan would simply rob 
Peter on a gigantic scale to pay Paul. 
The only measure of our total purchas- 
ing power that means anything is the 
national income, now less than $50,- 
000,000,000 a year. To extract $24,- 
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000,000,000 a year out of this by 
taxation would, in our opinion, double 
prices at the least. Who could con- 
tinue buying, except the minority on 
pensions? We assure you factories 
would not “run twenty-four hours a 
day.” On the contrary, many would 
shortly close. Such an experiment 
would be about as helpful as a national 
earthquake. The best that can be said 
of it is that the shock would not last 
very long. The thing would blow up of 
its own futility in a few weeks, perhaps 
teaching a lesson in practical economics. 
Unfortunately, a great many Ameri- 
cans don’t care anything about prac- 
tical economics. They prefer listening 
to fairy tales —Ed. 


Sirs: 

O. H. L., Minneapolis, Minn., in 
your “With Our Readers” page of 
January 5th proposes a novel scheme to 
take care of the 10,000,000 unemployed 
by locating them somewhere to build 
for themselves a new city—a kind of 
New Jerusalem, as it were. 

I am interested to know if O. H. L. 
would put them down in some valley 
rich with all the possibilities of the 
‘promised land” but with no “money.” 
They would be helpless without a cir- 
culating medium and I don’t think they 
could create our modern currency, once 
so plentiful and elastic, bank credit. 
Then what would be their remedy? 
Should the new city government organ- 
ize a bank for some few of them and 
let these few create bank credit? If so, 
would that not be a flop just as bank 
credit is today, and be, in fact, un- 
attainable? 

This new bank failing to function, 
would the new government stand pat 
and give these poor, anxious-to--work 
people no tools (money) with which to 
begin operations, leaving them in the 
identical position they are in today; or 
would it do as A. Lincoln did, when he 
wanted to win the Civil War, but was 
without the ready cash or the credit to 
do it, and print a few hundred mil- 
lions of “greenback” legal tender, and 
so turn the trick?—A. K., Forth Smith, 
Ark. 


Another plan, so help us! We don’t 
know what O. H. L. would have his 
people use for money, but if we are 
correct in reading between the lines of 


your letter that you favor greenbacks 
as a remedy for our present ills we don't 
agree by many jugfuls. Why bring 
Lincoln in? He was at war, without 
gold or credit. We haven't the excuse 
of war, and the Government has both 
gold and credit. You speak of bank 
credit as once plentiful and elastic. A 
thing that is elastic stretches both ways, 
not just one. Most of us like to see 
bank credit stretch up, but never con- 
tract. We don’t believe our present 
headache is either money or credit, 
though most think so in every depres- 
sion.—Eb. 


Sirs: 

A tax on savings can oil the gears of 
the badly-timed economic machine. 
Yes, it is the antithesis of the principle 
of thrift taught by older generations to 
their toddling youngsters as lesson num- 
ber one. But many other sacred prin- 
ciples have been put away in the attic 
during the redesigning of the capitalistic 
structure. Capitalism can continue to 
give us essentials and increasing luxury, 
but it can not increase production in- 
definitely when every potential con- 
sumer prefers to enlist in the ranks of 
the producers. 

The gist of the problem is: to bal- 
ance production on the one hand with 
consumption plus a reasonable amount 
of investment in producers’ goods on 
the other. This reasonable amount will 
be a variable related to the growth of 
population, the breadth of income dis- 
tribution, and the creation of new con- 
sumers’ goods which give an added im- 
petus to consumption such as that 
brought about by the automobile, the 
radio and the electric refrigerator. 

The tax on savings should be gradu- 
ated, as is the income tax. The effect 
would be to drive large incomes into 
consumption, which would facilitate 
production, employment and distribu- 
tion. The reverse is true of the income 
tax. Elaboration of this proposal can 
show a tendency to flatten the cycle of 
boom and depression. However, I am 
merely introducing my protege, not 
writing his complete certificate of good 
character—E. H. G., Buffalo, N. Y. 


This department seems to be running 
very, very heavy on plans. We begin 
to feel it would be an excellent idea to 

(Please turn to page 470) 
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To invest successfully in 1935 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
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MARKETS... 


Analysis of the Stock Market for 1934 with 1935 Out- 
look. By the Industrial and Security Experts of The 
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Comparison of earnings of all leading companies for sev- 


DOMESTIC TRADE AND BUSINESS... 
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point of recent events and prospective trend. 

Money and Finance. 

Commodities—Including Graphs Indicating Price Trend. 
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Production Trend. 
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Don’t Argue With the Market 


ROBABLY every one of us at 
one time or another has had the 
experience of making a security 

purchase with every expectation of 
price enhancement and then found we 
were wrong—dead wrong. A careful 
analysis of the company, its position 
and prospects may have been made, the 
news was as expected and in favor of 
the issue, the markets as a whole ad- 
vanced, yet our stock stood still or 
receded. 

Unfortunately, the common tendency 
under such circumstances is to hang 
on. Most of us dislike to acknowledge 
mistakes. If we are patient our judg- 
ment will ultimately be vindicated, we 
reason. Perhaps it will be, but usually 
when the market says “no” there is a 
valid reason. The composite judgment 
of all of the market's participants is 
most likely to be correct and the indi- 
vidual’s is wrong. 

Not infrequently the most astute ob- 
server Of the markets technique reads 
the signs of advance in the market's 
own action. He finds confirmation of his 
views in reports of business and indus- 


try yet the price pattern that subse- 
quently develops is at variance with his 
expectations. Being skilled in market 
technique he does not wait to be 
proved completely wrong. He swal- 
lows his small loss and is ready to try 
again. He refuses to argue with the 
trend for he recognizes that there are 
forces at work, or news developments 
impending, or psychological influences 
as yet undiscernible, of which he is not 
aware. 

In the holiday season just passed the 
news was full of the remarkable-activity 
in retail trade. Sales were reported 
well ahead of last year, the best since 
1931, up from 5% to 25%, depending 
on the center from which reports came. 
On first blush the merchandising issues 
would have seemed to be good pur- 
chases. As a matter of fact, they were 
sluggish, with few exceptions, through- 
out December and early January. 
There was little or no response to in- 
creased sales volume. Buying, attracted 
by superficial or obvious indications, 
was offset by informed selling—-selling 
by those who knew that larger sales 


volume was prevented by rising costs 
from being translated into greatly in- 
creased profit and that current prices 
already placed a generous appraisal on 
current earnings. 

This is a typical example of the 
futility of arguing with the market. 
No matter what you may know about 
any security or market situation, there 
are always “insiders”, company offi- 
cials, and their friends and associates, 
who know more. When the market 
does not bear out your judgment it is 
usually costly to hold out against it. 

The direction in which security 
prices go is determined by a majority 
opinion. Sometimes the majority is 
wrong, but since it ordinarily inclides 
the most informed buyers or sellers, 
such instances are infrequent. The 
minority side is seldom the profitable 
side except in panics or at the peaks of 
booms. Since neither of these extremes 
prevails now, or is in prospect, the 
safest advice to the trader or short- 
swing operator is to ride with the trend. 
Ride in the vanguard if you can, but at 
all events, be sure your direction is right. 
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LONG DISTANCG 


proves 


TIMELY, PROFITABLE 


THE Great Western Sugar Company, with gen- 
eral offices in Denver, has found Long Distance 
telephone service versatile and valuable in con- 
ducting its complex business. 

The company’s field men use it to keep in 
constant contact with 12,000 beet-sugar farm- 
ers, scattered over four states. Timely advice 
on irrigation and harvesting, warnings of invad- 
ing insects or weather changes are flashed to 
farms by telephone. Better crops result. 


The operations of 22 factories are co-ordi- 
nated in similar fashion. Freight cars are 
routed, supplies ordered, chemical and produc- 
tion problems answered, machine parts rushed 
to meet emergencies. Last year when one mill 
ran short of beets, fifty carloads en route to 
another mill were located by Long Distance and 
diverted. An expensive shut-down 
was avoided. Salesmen depend on 
Long Distance to sell sugar quickly 
when the market is right—to make 








personal contact with eastern brokers. “In 
fact,”’ say company officials of the Great 
Western, “the service is invaluable in all our 
activities.” 

Businesses big and small have proved that 
Long Distance, systematically applied, gets re- 
sults at low cost. Some of them have had prob- 
lems very like your own. Why not discuss your 
problem with the Business Office of your local 
Bell Telephone Company? 





TYPICAL STATION-TO-STATION RATES 


8:30 

From To Daytime 7P.M. P.M. 
Detroit Toledo $ .45 $ .35 $ .35 
Philadelphia Washington, D.C. .75 65 45 
Denver Omaha 2.05 1.75 1.15 
Seattle Salt Lake City 2.75 2.25 1.50 
New York Chicago 3.00 2.45 1.65 
For additional rates, le your telephone directory or ask operator 
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The Trend of Events 


HE Home Owners’ Loan 
Corporation having vir- 
tually used up its 

$3,000,000,000 of lending power, we now hear vari- 

ous proposals in Congress to give it more. This, of 
course, was only to have been expected. The further 
the Government goes in emergency credit operations, 

the greater the demand for more. Everybody likes a 

good spender. Everybody also likes a good lender. 

It is reported that the Administration is prepared 
to accept an addition of $1,000,000,000 to the lending 
power of this agency, forestalling Congressional de- 
mands that run as high as $3,000,000,000. Maybe 
that is the only practical strategy open to Mr. Roose- 
velt. Nevertheless, this sort of thing forces us to 
wonder sometimes whether the Administration is not 
in considerable danger of compromising itself into a 
considerable strain of the public credit—to say the 
least. 

Some weeks ago it was officially stated that some 
20 per cent of the home owners helped by the HO L C 
are in default or delinquent on their obligations. 
Nothing further has been heard on this very inter- 
esting subject. Can it be that a considerable percentage 
of borrowers believe Uncle Sam will never foreclose on 
their homes? We would not be surprised if that is 
the reasoning. It would account for mounting defaults, 


JUST ANOTHER 
BILLION 


already significantly large when one considers the short 
time this agency has been functioning. 

Another billion dollars? Why not let the public 
have the facts first on the wisdom or lack of wisdom 
with which the previous three billions have been 
loaned? If we are all going into the real estate busi- 
ness, through our central government, we have a right 
to know it. Here is something that Congress could 
investigate to better purpose than war profits or the 
air mail. 


— 
THE SWISS N petition of more than 300,- 
WAY 000 citizens, a national plebi- 


scite will soon be held in 
Switzerland to pass on the question of changing the 
Swiss Government’s economic policy. Here is the 
voters’ exercise of initiative, duly provided by the law 
of the land in the Swiss democracy and advocated by 
many students of government in this country. 

In effect, this means the Swiss public is going to 
decide whether that nation will continue to adhere to 
the gold standard at its present parity for the Swiss 
franc. Here we have merely another outward symp- 
tom of the terrific deflation to which the gold bloc 
countries are now subjected by the depreciated cur- 
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rencies of other nations—and none more so than little 
Switzerland. 

It is even more interesting to realize, however, that 
here is the ultimate test of democracy. Would you 
trust the mass of the American people to decide wisely 
in voting on such a momentous question? We confess 
that it gives us pause. Yet one who doesn’t so trust 
can not logically believe in democracy at all. As it is, 
our majority of voters decides national policies in a 
slower and more clumsy way—by voting for or against 
candidates for office. On the whole, we string along 
with the Swiss way. It has the merit of bringing vital 
public issues to a head and a clear test. Democracy 
has its weaknesses—but who wants Communism, 
Monarchy, Fascism or other rule from above? 


— 


\ \ JE know that there are good 
public utility holding com- 
panies and bad public 

utility holding companies, but whether President Roose- 
velt knows it or believes it is by no means clear. We 
read that the New Deal is ready to fire some of its 
biggest guns at “the holding companies”, but we do 
not know precisely what it is shooting at. It is regret- 
table that so important an issue should be dealt with in 
vague generalities, even though such is the Washington 
custom with many issues. 

Is the President opposed to any and all holding com- 
panies or only to those demonstrably guilty of finan- 
cial abuses? To us it would seem most difficult to lay 
down a general rule which will work fairly and in 
the public interest in every instance. A holding com- 
pany which exists solely or chiefly for the financial 
exploitation of controlled operating companies is one 
thing. Quite a different thing is the holding company 
whose function is to manage a homogeneous group of 
utility properties in such a way as to render better and 
cheaper service than can be rendered by those proper- 
ties individually. 

The principle is sound and in the public interest in 
the same way that the chain store principle is sound. 
Where considerations of common sense engineering 
justify a utility holding company, it will usually be 
found to have economic justification. Should we cut 
down the tree to get at a few diseased limbs? 


HOLDING 
COMPANIES 


— 


MORE 
CO-OPERATION? 


HE hint from Wash- 
ington is that once 
more the Administra- 

tion desires to pay more attention to what business 

wants. We hope it means it this time, but we can’t 
help keeping our fingers crossed as we remember the 

Roosevelt reaction a few weeks ago to the more or less 
innocuous suggestions so laboriously formulated by lead- 

ing industrialists at White Sulphur Springs. 

It is predicted that the front pages of the newspapers 
will see a great deal more of Secretary of Commerce 
Roper—who is one of the New Dealers who means 
it when he says he favors the profit system—and of his 
business and advisory planning council of fifty, headed 


by H. P. Kendall of Boston. At the same time comes 
the suggestion by some observers that Mr. Roosevelt 
stands in some danger of losing support from the Left, 
which he will need to replace by new recruits from the 
Right. Whether this be so or not we are disposed to 
commend the formation of a business council and to 
hope that its advice will at least be given consideration. 
There is increasing recognition that private enterprise 
must carry most of the burden of enduring recovery. 
Here is the opportunity to shift some of the load. Will 
the President make full use of it? If not, talk of co- 
operation will be a farce. 


—_ 


NEW FINANCING AKEN as a combina- 
ENCOURAGED tion, the Securities 

Act of 1933 and the 
Securities Exchange Act of 1934 were potent medicine. 
Indeed, they were so potent that for a time it seemed 
as if an overdose had been given and that the marketing 
of securities was destined to remain moribund for a 
great length of time. Fortunately, the Securities and 
Exchange Commission, headed by Mr. Kennedy, which 
was entrusted with the enforcement of the laws, has so 
administered them as to dispel many of the fears previ- 
ously held. The regulations now laid down for the is- 
suance of new securities is a case in point. The require- 
ments are a logical addition to that required for regis- 
tration upon an exchange, thereby saving corporations 
whose stocks are listed much time and money. Cur- 
rently, there are scores of bond issues, aggregating mil- 
lions, perhaps billions, of dollars, which are selling above 
their call price. Yet, corporations and banking houses 
have feared to refund them, regardless of possible sav- 
ings in interest charges, lest they become enmeshed in 
the responsibilities of the law. The new form “A-2,” 
accompanied as it is by an “instruction book,” should 
make matters much easier. No longer need there be a 
technical description of patents; the information re- 
quired as to franchises has been simplified; while the 
definition of “material fact’’ has dispelled much uncer- 
tainty. While no immediate flood of refundings can 
reasonably be expected for the reaso:. that even the 
more lenient requirements need to be studied by cor- 
porate officials and houses of issue and because, apart 
from this, it takes time to formulate refunding plans, 
there are certainly grounds for hope that new financing 
gradually will become more normal. The present situa- 
tion, after all, is ridiculous—on the one hand money so 
easy that it can barely be lent at any price while, on 
the other, those that need money are obliged to pay a 
high rate for it. 


ro 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 428. The counsel 
embodied in this feature should be considered in con- 
junction with all investment suggestions elsewhere in 
this issue. 
Monday, January 28, 1935. 
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As I See It 


Building New Pyramids—of Debt 


British economist, J. M. Keynes? Is she staking her 

future on his theory that public works are the way 
out of depression? These are questions which London is 
asking as she wonders whether the fate of 120 million Amer- 
icans is to rest on the judgment of a “wayward genius with 
an irresponsible passion for experiment.” 

The question which concerns us, however, is not whether 
Mr. Keynes is the inspiration of our vast public works 
expenditure, but whether we are to ignore the priceless 
lessons bequeathed for the guidance of reasonable men 
which show that every such experiment has been a colos- 
sal failure for the great nations which have tried it in 
the past. We do not have to go back to ancient times 
to see what a failure public works programs have been. 
We have recent examples in Germany where people 
finally grasped at the Hitler straw in the hope of being 
saved from utter collapse—and in Great Britain where 
it was found so expensive and so slow in producing jobs 
that she gave it up and went back to cash relief. 

For nearly two years the New Deal. has been trying to 
stimulate business and provide work for the unemployed,— 
through N R A, P W A, F E R A and the other alpha- 
betical bureaus. Then there was the Federal Housing Ad- 
ministration, whose achievements to date in renovation 
loans and mortgage financing constitute but a tiny drop in 
our economic bucket. 

And now comes one more great effort, involving the 
expenditure of more than four billion dollars! 

Under this latest plan the Government proposes to 
provide useful work for 3,500,000 unemployed men and 
hopes that the resulting business stimulation will create an 
equal number of private jobs, thus effecting a total reduc- 
tion of 7,000,000 in the number of our unemployed. In 
the realistic $50 a month wage scale contemplated, this 
program is a vast improvement on the costly P W A 
method. For his insistence on this point the President 
deserves great credit. 

More than a sound wage 
policy, however, is required to 
make the plan a success either 
in terms of actual relief jobs 
or general business stimula- 
tion. The greatest practical 
dificulty is to devise useful 
work projects in or near local- 
ities where the greatest unem- 
ployment - exists. | Obviously 
this problem explains the fact 
that the President has de- 
manded blanket authority to 
spend $4,000,000,000 and has 
not yet announced any specific 
projects. 

The tentative outline indi- 
cates that the. Administration 
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| [‘s America swallowed whole the doctrine of the 





“~ By Charles Benedict 


is exploring such possibilities as slum clearance, grade 
crossing elimination, rural electrification and subsistence 
homesteads. Knowing the President’s penchant, one can 
easily imagine some soil erosion work and reforestation 
entering the picture. 

What is this likely to mean to the unemployed? Let 
us consider each of the above classifications. Slum clear- 
ance would provide useful work in centers where unem- 
ployment is greatest. The difficulties are high land values 
and high cost of building materials. There is the further 
problem that, while construction workers constitute the 
largest single block of unemployment, by no means all of 
the workers now on the Federal relief rolls are artisans 
or capable of doing construction work. 

By far the greatest number of railroad grade crossings 
are away from cities. Many such otherwise desi 
projects present insuperable obstacles in regard to the 
transportation of urban workers to the work sites and their 
housing thereabouts. On the other hand, it is probable 
that a fairly imposing total of such work can be devised 
in suburbs more or less close to population centers. It 
would require a smaller proportion of trained artisans than 
slum clearance. It would also involve fewer materials than 
slum clearance. 

Subsistence homesteads? Their location in suburbs or 
otherwise within reach of cities would involve land costs 
so high as to defeat the basic theory. To construct them 
in rural regions where land costs are low would not employ 
urban workers, unless we propose to transport those work- 
ers considerable distances and arrange temporary housing 
for them. 

Precisely the same difficulty will be met in rural electri- 
fication, but with the added difficulty that this work, to be 
even acceptably done, would require a high percentage of 
workers with specialized technical skill. Soil erosion and 
reforestation work would provide jobs for all classes of 
workers, but for the bulk of the urban unemployed would 
present the obstacles of trans- 
portation from the cities and 
housing. In this connection, 
the work of the C C C has 
often been cited. That is fine 
for young men. It is no solu- 
tion for family heads, the vast 
majority of whom desire work 
at or close to home and would 
be most reluctant to accept 
any other. 

On the whole, I venture the 
prediction that the new pro- 
gram will prove but moderate- 
ly more effective than the old 
one in terms of unemployment 
relief and no better in terms 
of business stimulation. 

(Please turn to page 473) 
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A Fundamentally Inflationary Character Attaches to Our Na- 
tional Economy and Indicates Higher Prices Sooner or Later 


gq If Present Business Gains Rest Only on Consumption Goods 
Activity Recovery May Again Be Subject to Interruption 


How Far Can This Market Go? 


By A. T. Miter 





———————— Variety of uncertainties and that 





HE stock market seems to be 
trying its best to find a dead 
center of indecision and in- 

activity, pending the “gold clause” 
decision by the United States Su- 
preme Court. The earliest that 
this can now be had is February 4 
and accordingly that date is 
awaited with keen _ speculative 
interest. 

Since the net decline that the 


spring peak. 


It would seem a reasonable assump- 
tion that during the short month of 
February the stock market in all prob- 
ability will give us an informed fore- 
cast of the business trend beyond the 


some of these other uncertainties 
may readily replace it in the spot- 
light. 

For all of its irregularity of 
group and individual price move- 
ments, the general pattern of 
the market since last September 
has been one of intermediate re- 
covery. The highest level of this 
recovery was reached on January 
7 and shortly thereafter there ap- 





market “averages” now show, in 
comparison with the level which 
prevailed just before the mystery of the gold clause was 
injected into the picture, is a very modest one, the only 
inference to be drawn is that the composite expectation is 
a decision favorable to the Government. 

Certainly the current apathetic market can not be said 
to reflect any real semblance of fear, regardless of whether 
this is due to positive conviction regarding the gold case 
decision or to the general supposition that—whatever the 
decision—the Administration and Congress will instantly 
take steps to prevent any deflationary result. 


New Impulse Needed 


We are quite willing to go along in the market's verdict. 
But if we assume that the decision will be in favor of the 
Government or that in no event will the outcome intro- 
duce a major financial disturbance, the question instantly 
arises: That being so, will the definite ending of this 
uncertainty on February 4 or thereabouts impart an im- 
portant new impulse to speculation? 

The answer is that realization of the expected seldom 
excites the stock market. If a deeper reaction had been 
experienced on the initial doubts regarding this particular 
problem, clarification of those doubts in a favorable manner 
would undoubtedly be followed by a sharp rally. Technical 
rallies, however, are usually in proportion to the imme- 
diately preceding phase of reaction. If the market is not 
appreciably lower on February 4 than it is at this writing, 
technical reversal alone could scarcely be expected to do 
more than lift the “averages” back up to the best price 
level of early January. This would mean a rally of 3 or 4 
per cent in the average speculative stock. 

Under the circumstances, we are inclined to think that 
the gold clause case should be regarded as just one of a 
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peared a few signs of fatigue even 
before speculative thoughts turned seriously to the Supreme 
Court. 

The pertinent question, therefore, is: Has the gold case 
uncertainty merely interrupted a solidly founded recovery 
phase in the general market? If that is all that the recent 
price movement means, then the intermediate advance 
should be resumed early in February. 

We are frank to state that we do not see the basis for 
an especially optimistic attitude on this point. At any 
rate, so far as new speculative commitments are concerned, 
we believe the part of caution here is to place the burden of 
the proof on the market itself. Assuming that it will have 
some kind of a rally on the gold case decision, we would 
like to see just how convincing that rally turns out to be. 
We would also like to see what the speculative pulse and 
temperature are after a day or so of such rally. 

The fact is that a worthwhile and sustained advance in 
the general run of stocks above the present level must 
necessarily depend upon a large measure of confidence in 
sustained business improvement for the year as a whole. 


Business Rise Continues 


The business indexes have been rising for many weeks, 
some very sharply. This is particularly true of automobile 
production, now swinging into full seasonal vigor. There 
have also been very brisk gains in the indexes of steel 
production and in electric power output. Seasonal demand 
from the motor industry, however, is the largest supporting 
factor in the present spurt of steel production to a level 
above 50 per cent of estimated capacity. To a lesser de- 
gree active motor production also is reflected in the advance 
of the electric power index. 

We have no quarrel with these very real gains, but it 
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js obvious there must be limitations ahead to a business 
recovery so importantly dependent on one factor. We do 
not mean to argue that either motor production or steel 
operations have reached their peak. Motor production has 
not. Steel production probably has not. But it is worth 
noting that steel scrap prices, usually an excellent barometer 
of confidence in the steel industry, have flattened out after 
weeks of advance. 

In short, even though we have not yet reached it and 
it may be weeks ahead, it is not too soon to be thinking 
about the spring peak in business activity. There is an 
excellent reason for being premature in this matter, because 
the stock market is usually at least two months ahead of 
the trend of general business activity. In 1934 the business 
index reached its spring peak in late April. The stock 


' market reached it spring peak in the first week of February. 


Both in the stock market and in business, as it happened, 
the spring peak was the peak for the year. 


Capital Goods Lag 


Among capable business observers there is a wide varia- 
tion of honest opinion regarding the character of the 
present business upturn. Some believe it is “the real thing” 
at last, that it is more solidly founded than any previous 
recovery phase since the inception of the New Deal and 
that, therefore, it will carry on, with any set-back less 
serious than those which followed recoveries in both 1933 





of a month or two may be desirable both in providing a 
better perspective on equity values and possibly in offering 
at least moderately more attractive buying levels in some 
desirable issues. 

The longer outlook is just what it has been—either eco- 
nomic recovery or inflation. The road has had many turns 
and twists, but it remains the same road. Month by month 
—indeed, minute by minute—the United States Govern- 
ment is expending far more than its tax revenues. We are 
engaged in a huge gamble that we will beat the depression 
before we break the Government’s credit. It may be that 
we are winning, although that is very hard to determine 
from month to month. But on the other side of the gamble 
there is no uncertainty whatever. Our bet gets bigger 
every day. 

We are plodding along ceaselessly to new highs in the 
Government debt—a debt which in the final analysis will 
be disposed of in one of two ways: a business recovery 
which will absorb the bulk of the unemployed and yield 
Federal tax revenues of at least $5,000,000,000 a year; or 
further debasement of our monetary standard. 


The Road to Inflation 


Not only are we spending $4,000,000,000 a year of 
borrowed money for the support of the unemployed. In 
addition we are piling up the direct and contingent credit 
liabilities of the Government to heights previously un- 






















































































































































































and 1934. dreamed of. A short while ago 
Others contend that it is just we were talking of the possible 
another “consumption goods” re- retirement of the chief Federal 
covery, with virtually no support THE STOCK MARKET emergency credit agencies, such 
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investment policy? At no time | SEP-OCT 4 Nov—t— pec I ant credit powers to use in facilitat- 
since the major price cycle turned 1934 JLi9354 ing both reorganization of weak 
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upward in March, 1933, have 
we recommended the sale of in- 
vestment holdings of common stocks. We do not recom- 
mend it now, except insofar as the investor may find it 
desirable to replace individual equities with better ones— 
a valid policy in any market and at any time. 

So far as concerns new or additional equity investments, 


| the present price level shows few dividend returns that can 


be regarded as particularly attractive. We do not know 
that reaction in the near future will importantly change this 
Picture. The pressure of surplus funds seeking yield 
may well sustain many of the more desirable issues through 
general market correction, as has been the case for some 
time. Even so, we are inclined to believe that a wait 
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new equipment by railroads. 

More “bank reform” is on the cards. In plain English, 
this means further domination of credit. Purpose: To 
make sure that no obstacle will impede Federal borrowing. 

It boils down to this: No matter what the Supreme 
Court has to say about the size of the chips that we are 
playing with, the game is going to go on and the Govern- 
ment is going to continue to pour billions of public funds 
and credit into it. 

That is why one can only conclude that a fundamentally 
inflationary character attaches to our national economy 
under the New Deal, and that this reality will cushion our 
intermittent price reactions. 
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If you have confidence in the 
Government's economists and business 
observers you will plan for three months 
of relatively good business—and they 
mean by that, better than last year. 
Beyond April some of them have confi- 
dence and some only hope. 


Both confidence and hope are 
based on the belief that the foundation 
of lasting business recovery has been 
laid. Apparently they close their minds 
to any possibility of an inflation debacle. 
The Government is firing, in its new 
relief plan, its last big gun for recovery. 
‘This is a bill to end relief,” significantly 
says Chairman Buchanan of the House 
Appropriations committee, “and relief must be ended if the 
credit of the Government is to be preserved.” Which means 
so far as the Government is concerned, it is now or never. 


Energetic spending of the relief and recovery appro- 
priation of $4,850,000,000 is held essential to its efficiency 
as a pump-priming effort. That probably means that Ickes 
is off the pump handle. Of the $3,300,000,000 of priming 
funds that were handed to him 20 months ago $1,700,000,- 
000 have not yet left the Treasury. 

The President himself will personally direct the last 
charge of the Old Guard of public cash on the strong- 
holds of depression. The plan is his and he will direct 
it... . The fateful year of 1936 draws near—business 
must thrive. 


Shrillest note of business prospect elation in govern- 
ment groups is sounded over remarkable gains in factory 
employment and payrolls in December over November, 
contrary to the movement shown in 12 of 15 preceding 
years. Notwithstanding this and ups in transportation, 
power, trade, steel, bank deposits, bank debits, etc., you 
would be well advised to be cautious. Consider that that 
part of gain in business activity is certainly due to govern- 
ment spending, and that after all the Government will 
probably not spend more on relief and recovery than last 
year, that corporate capital issues are almost non-existent, 
that bank loans are static, that building is at a low ebb and 
that something may happen in the White House, Congress 
or abroad to shock business at any time—that there are 
still 10,000,000 people out of work. Watch business news, 
be alert, but be careful. 


The President is bent upon mollifying business, al- 
though he considers it ungrateful as well as unapprecia- 
tive. He considers that he is the great salvationist of 
business and points to the numerous ways in which his 
program of avoiding the normal end of business deflation 
has prevented a universal collapse. But regardless of 
gratitude and appreciation he feels that a co-operative 
business psychology is indispensable as he goes into the last 
great fight of all against the depression. 
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Happening in Washington 


Dy E. K. T. 





Social insurance bill is regarded 
in government circles as the apical 
expression of the New Deal, as essen- 
tially a policy of adapting capitalism to 
the progressive ideas of the times, in- 
stead of being one to undermine it. It 
is hoped here that business will vigor- 
ously help to perpetuate itself by sup- 
porting this measure. 


Reports from the inner circles 
of the business groups which met at 
White Sulphur are, however, to the 
effect that the reactionaries are again 
in control. This is unfortunate. Busi- 
ness must move with the times or be 
run over. Business is confronted more 
by a condition than by any particular radical theory or 
subversive movement. ‘ 


An N R A crisis has been precipitated which may re- 
sult in expediting legislation for its continuation. Crisis was 
brought on by suspension of minimum prices in the lumber 
code. With price control gone wide disdain is being evi- 
denced for the whole code, including minimum wages, 
maximum hours and production control. The Code Author: 
ity has asked the N I R B to take over the administration 
of the code in one rebel group. Fear is expressed that 
dissidents will arise in other codes, with the result that the 
whole N R A enterprise may be shot to pieces before 
Congress acts. 

Battle is on between advocates of a permanent N R A 
and those who favor another year of experimentation. Until 
now government opinion has favored permanent legisla 
tion, but Richberg now favors a temporary extension of 
N R A about as it is. The Administration is apprehensive 
that Congress may break away from the whole N R A idea 
unless teeth are promptly inserted in the present adminis- 
tration and new legislation rushed through before revolt 
in Congress grows. N R A recasting, however, must be 
delayed until Supreme Court passes on Belcher case, which 
strikes at the very foundations of such legislation. 

There is an even chance that the Court will find that 
Congress delegated to the President power over intra- 
state commerce which it did not have. 


Secretary Roper seems to have come home with the 
bacon as an outcome of the President’s growing conviction 
that in the last analysis recovery is to come from private 
effort rather than from governmental spending. His slowly 
developing Business and Advisory Council—52 representa: 
tive men of affairs—is now the designated channel through 
which business may approach the President in good order. 

President’s reputed decision not to press for any more 
socialistic units like T V A at this session of Congress 
is attributed to the influence of Roper. 


Gold clause decision of the Supreme Court continues 
to be the big topic of conversation in Washington. Pre’ 
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yaiing opinion is that the abrogation of the clause by 
Congress will be upheld, but one Senator, famous as a 
constitutional authority, is privately predicting that the 
Court will render a “split” decision, upholding the clause 
in the Government’s obligations and repudiating it in 
private contracts. 

Such a decision would not disturb business much but 
would be a speculative rocket for government bonds 
containing the gold clause, and probably a depressant 
for those which do not contain it. Might interfere with 
Mr. Morgenthau’s plans to get “governments” into the 
hands of individual investors. 


Inflationists are worrying over the thought that at 59.06 
the dollar is undervalued. Consequently, there is less 
clamor for a 50-cent dollar at this time, but more clamor 
for money of the greenback order. The other remedy 
would be an increase of the gold content of the dollar, but 
that is a bad joke to the inflationists. 


Danger of strike in the automobile industries is con- 





success last year. Farmers will soon be out of the grasp of 
the “money-changers.” 


Home Owners Loan Corporation will get another 
billion of mortgage authority. Why not? Already 20 per 
cent of the borrowers are delinquent on their amortization 
and interest instalments. 


Reconstruction Finance Corporation is in for two 
more years of lending, and to almost anybody for anything. 
It will become permanent Government loan bank unless 
Federal Reserve is nationalized. 


Hearing on Canadian reciprocity treaty to be held 
March 18, will be the scene of a bitter attack on Admin- 
istration policy of whittling down protection little by little. 
Excise taxes on imports are in the trading pool. 


Money for social insurance is first of many unbudg- 
eted appropriations. Before Congress adjourns the bal- 
ance arm of the budget scales will be sticking straight up 











sidered slight. The habit of receiving weekly pay checks in the air. This suggests reconsideration of predictions 
again militates against the that taxes will not be in- 
would-be’strikers. The mem- ao creased. 

ory of a procession of Sat- You may expect some 
urdays without envelopes is _- aes be . =e additional excise taxes, 
still strong. Washington Sees evenif, the bonus should 


Social insurance puts a 
new phase on government 
financing. Wagner bill spe- 
cifically provides that un- 
employment compensation 


| and old-age pension funds 


must be invested either in 
purchased or new issues of 
Government bonds. Under 
latter authority Govern- 
ment can absorb the cash 
at any time by issuing new 
bonds. Actually, these funds 
will compel the Govern- 
ment to maintain a national 


, debt. We will soon be far 


away from the time when 
Congress planned a sinking 
fund to discharge the whole 
national debt. 

Government, in the 


future, may borrow 
from itself instead of 
from banks. Interest 


charges would then go 
to beneficiaries instead 
of to investors. And as 
taxpayers the latter 
would be paying the 
pensions. Moral: There 


is more than one way to distribute wealth. 


At least three good business months ahead—and 
believes there will be more. 


Rapid-fire spending of $4,850,000,000 relief-recovery 


money. 
Ickes on the rollers. 
President courting business favor. 
Social insurance measure as defeat of radical rush. 


NRA near to practical dissolution—Even chance 
that Supreme Court will kill it. 


Secretary Roper No. 1 favorite at Roosevelt court. 
Possibility of “split” decision on gold clause. 


Inflationists embarrassed by strength of the dollar. 


No danger of automotive strike. 
Government financing itself from social funds. 
Food and drug act with tearing teeth. 


Another billion for government distress loans on 
residences. 


RFC with renewed life and wider field. 
Bad prospect of heavier taxation. 
Another excoriation for the utilities. 


Building recovery on big scale dubious. 








fail—which it will not. 


Administration is not 
disturbed by revolt of 47 
Democratic members of the ; 
House on gag rule expedi- 
tion of the public works- 
relief bill. Some revolts are 
welcomed, both _ because 
they let off steam and be- 
cause they are sedatives to 
the idea that the President 
is an absolute dictator. 
They are good popular ex- 
hibits and are also a barom- 
eter of Presidential power. 
Real difficulties may be en- 
countered in the Senate. 


New Deal Left may 
get a bit of balm in the ap- 
pointment (probable) of 
Benjamin Cohen to the va- 
cancy in S E C. Cohen is 
the real zealot of the vindic- 
tiveness in the stock ex- 
change and securities laws. 
At present he is happily 
placed as P W A associate 
general counsel. 


Secretary Wallace’s idea of an international agree- 


ment to restrict cotton production is languishing. 


Other cotton-producing nations can not see the sense 


| beneficiaries solidly with it. 


} and rot-proof granaries. 


Congress will pass a food and drug act with teeth in it. 


| AA A is asking “improvement” legislation from Con- 


gress. It feels that, unlike N R A, it has its supposed 
Probably it will get substan- 
tially what it wants. An “ever-normal granary” is the 


| big idea with A A A at the moment. Surplus non-perish- 


able commodities are to be stored on the farm in bug-proof 
More loans to farmers for the 
building of the granaries, and more loans for carrying the 
commodities. Corn loans turned out to be a brilliant 


for FEBRUARY 2, 1935 


of sharing restriction when the United States is actu- 
ally doing it all. 


Persecution of the utilities is one among many reasons 
why revival of industrial financing will be slow. Public 
works is another Government invasion of the private con- 
struction field is sufficient to scare off the “privateers” and 
yet insufficient of itself to revive the durable goods in- 

(Please turn to page 474) 
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Meeting the Problems of Low- 
Cost [ransportation 


Interests of Competing Agencies in Air, Rail, Bus, Truck and 


Water Transport Can Be Reconciled by Unified Regulation 


By Joun J. Escu 


Former Chairman, Interstate Commerce Commission 


HE large part which transportation plays in our eco- 
nomic life, and the imminence of legislation with 
reference thereto, make its discussion timely. The 

problems of today are markedly different from those con- 
fronting the country when the Transportation Act was en- 
acted in 1920. Then the railroads had a monopoly, little, 
if at all, affected by competition from airways, waterways, 
buses and trucks. The present demands a careful considera- 
tion of the operation of these competitors in relation to the 
railroads. 

Railroad executives must orient themselves in this new 
setting and get away from the prejudices, jealousies and 
traditions which have in the past hampered progress in the 
public interest. Co-operation, not isolation, is the need of 
the hour. It must be realized that these competitive forms 
of transportation are here to stay, and each is entitled to its 
share of the business which it can perform with the greatest 
efficiency and at the lowest cost under proper regulation. 

Railroads now own and operate buses and trucks supple- 
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menting their rail haul. Pick-up and delivery service should 
be more widely extended. Through legislation railroads 
should be permitted to make through routes and joint rates 
with buses and trucks, and the latter with also water lines. 

All forms of transportation should be under government 
regulation under one body, preferably the Interstate Com- 
merce Commission. The Commission is not so railroad 
minded that it cannot deal fairly with buses and trucks, or 
other modes of transportation. For years it has had juris 
diction not only of railroads but of pipe lines, express and 
sleeping car companies, telegraphs and telephones, and over 
water lines in part. The breadth of its jurisdiction and its 
long experience enable it to wisely administer any laws 
which may be enacted covering airways, waterways, buses 
and trucks. 

As a condition precedent to the effective co-ordination of 
transportation competitive with that of the railroads, ex 
haustive relative cost studies should be made to guide the 
Commission in making a proper allocation of traffic among 
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the different forms, not that the railroad rates should be the 
sole standard. The Co-ordinator, Mr. Eastman, has been 
making such studies, but they have not yet been made public. 
Under such allocation each form should have its place in 
the sun, and each form should supplement or complement 
the other forms. No one should be crowded out to the 
unfair advantage of another. All this requires a single regu- 
latory control as to interstate commerce. Without it there 
would be rivalry as between different controls leading to 
ultimate chaos. 

By increasing pick-up and delivery service the railroads 
can retain and regain some of the less than carload traffic 
now lost to the trucks, and at the same time give to truck 
operators more constant employment and relieve the over- 
burdened highways of much interurban trafic. The work 
so far done in this line affords a good example of co-ordina- 
tion of rail and truck. With through routes and joint rates 
much more can be accomplished. While under the Denison 
Act through routes and joint rates have been established to 
some extent between barge lines on some inland waterways 
with rail lines, like authority should be granted to the trucks 
with the barge lines. With no regulation interstate as to 
buses and trucks, and more or less rigid regulation intra- 
state, a complicated problem is presented which prompt 
legislation should meet. The railroads have a right to 
complain that they, fully regulated, must meet the competi- 
tion of unregulated competitors, and this applies as well to 
waterways and airways. 

For years the Commission has been authorized to fix the 
mail pay for transportation of the mails by the railroads, 
and at the last session of Congress it was authorized under 
certain limitations to determine the cost of carrying mail by 
aircraft. Full jurisdiction as to these services as to the mat- 
ter of rates or charges should be given to the Commission. 


Subsidies and Taxation 


There has always been an aversion to the granting of 
subsidies as aids to the establishment of transport facilities 
more or less affected with a public interest. Nevertheless 
railroads were given land grants; ships, mail contracts; in- 
land water lines, free navigation; and as to the Federal barge 
lines, government investment without interest charges or 
taxes; air lines with lighted ways and air mail contracts; 
buses and trucks with free road ways. While Federal aid 
may be justified to initiate facilities it 
should be withdrawn once they have been 
fairly established. Subsidies granted to 
one facility and withheld from others of 
like or competitive kind work injustice. 
Equality of opportunity is the lawful 
right of each. This equality can best be 
achieved through proper co-ordination 
under a single authority. 

Taxation of railroad property belongs 
to the states and their subsidiary units. 
Congress under the present set-up can- 
not interfere. Each state has its own 
basis and method and these are various 
and disclose wide discrepancies. Under 
government ownership there would be no 
taxation by the states. The taxes now 
received by the states would have to be 
otherwise contributed. A problem for 
present solution is a just apportionment 
of taxes to other and competitive forms 
of transportation. The Co-ordinator’s 
studies along these lines will doubtless 
throw light on the subject. They may 
indicate the extent to which these other 
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forms through subsidies are enjoying advantages denied to 
the railroads. 

The taxpayers, that is, the public, are entitled to efficient 
transportation at the lowest reasonable costs, all conditions 
fairly considered, and have the right to select the form 
best suited to their needs. 

The railroads, as well as the other forms of transporta- 
tion, under the constitution are entitled to a fair return on 
the value of their property devoted to the public use. This 
return must come from their rates, fares and charges, and 
these must be just and reasonable and non-discriminatory, 
and so declared by the Commission after hearing. 

The railroads do not receive subsidies but must pay their 
own way, to the extent that the other forms are subsidized, 
to that extent the taxpayers are burdened. While they 
may have been content to stand the initial cost, they have 
the right to ask that they be relieved of further burden as 
speedily as possible. 

While the railroads are now regulated in almost every 
respect their competitors are in most particulars not regu- 
lated at all. There is need for equalization of regulation 
to the end that the respective burdens might be equalized. 
This is the duty of Congress. 


Adjusted Freight Rates 


The life blood of the railroads is the revenue derived 
from freight rates. To run full and strong there must be 
sufficient traffic. Due to the depression and increased com- 
petition this blood stream has become so weakened that some 
42,000 miles of road are now in receivership. While the 
movement of consumers’ goods has been on the increase 
there can be no needed increase in revenue without a 
marked increase in the capital goods industries. The ef- 
forts now being made by the Administration are expected to 
create such increase. A prominent authority has stated 
that a 20 per cent increase in traffic over last year would 
put practically all Class I railroads in the black this year. 
The increased wages to be paid this year and increased costs 
of materials and supplies resulting from N R A codes and 
the possible adoption of pensions will require increased 
revenues. 

If there be no appreciable growth in the capital goods 
trafic can the railroads meet their problem by increasing 
freight rates? There is now pending before the Commis- 
sion ex parte 115, being an application 
of Class I carriers to raise rates on nu- 
merous commodities an average of 7.6 
per cent. The shippers, almost without 
exception, have objected to the increase 
on the grounds principally that (a) 
existing relationships would be disrupted 
(b) In times of depression increases 
should not be made and are not war- 
ranted (c) Increases would drive traffic 
to other forms of transportation. 

It would not be appropriate to express 
an opinion as to what the Commission 
should do in a proceeding now pending 
before it. However, some general obser- 
vations may be pertinent. The amount 
or level of freight and passenger rates are 
subjects of constant study by the rail- 
road traffic experts and they determine, 
subject to review by the Commission, 
“What the traffic will bear.” Naturally, 
by their action, they seek to retain or 
increase the volume of traffic of their 
respective roads and oftentimes fail to 
take that broader view which looks at the 
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same time to the interests of the shipping and traveling 
public. It is here where the services of the Commission 
come in play. 

The fixing of the rates and charges in these days of 
intensive competition is one of fine judgment based upon 
a mastery of all the relevant facts. If fixed too high there 
may result a loss of traffic, if fixed too low a loss of revenue. 

The Commission as the final arbiter seeks to adjust rat-s 
and levels so as to permit traffic to freely move, realizing 
that if made too high traffic will be restrained and if too low 
the carriers’ revenues will suffer. 

In the present situation with a net operating receipts 
deficit for 1934 of over $153,000,000 and with borrowings 
of millions of dollars from the R FC and P W A for pay- 
ment of interest, taxes, equipment and other needs, this does 
not seem to be an opportune time to decrease freight rates 
generally, although as to passenger rates marked reduction 
in the South and West, together with the elimination of 
the Pullman surcharge have increased traffic and also to 
some extent, revenue. It may be that as to some commodi- 
ties, similar results might be obtained. 

The hope of any general reduction in freight rates is 
dependent upon a general increase in business throughout 
the country. 


Consolidations 


The problem of the consolidation of all the railroads of 
the United States is still with us. By the Transportation 
Act of 1920 consolidation into a limited number of sys- 
tems was provided for under the belief that economies might 
thereby be effected and the problem of the weak lines be 
solved. The consolidations were to be made voluntarily. 
Due to the provisions of this Act, since amended, no con- 
solidations could be made until all the constituent parts had 
been valued as to 
their physical prop- 
erties by the Com- 
mission. Delay in 
making such valua- 
tions has delayed con- 
solidations. However, 
under other sections 
of this Act railroads 
could acquire control 
of other railroads by 
lease, purchase of 
stock and otherwise, 
and many thousands 
of miles of road have 
thus been acquired 
by the larger lines. 
The Commission has 
published a plan 
of consolidation to 
which applicants must 
conform. 

During this depres- 
sion little if any prog- 
ress along lines cov- 
ered by the plan have been made; due in part to the fact 
that consolidations involve large expenditures and the car- 
riers lacked funds. Consolidation of repair shops, ticket 
offices, soliciting agencies, joint use of terminals, reductions 
in wasteful mileage and overhead expenses are urged in 
support of consolidation, not to say anything about the 
greatly lessened number of ~inammesae with -which the 
Commission would have to deal. 

It would appear that railroads should not be compelled 
to consolidate but that better results would result if they, 
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subject to the control of the Commission, were allowed to 
select their constituent parts. With the return of normal 
business, the work of consolidation should be speeded up. 
As the railroads, as stated by the Commission, “are the back- 
bone and many of the other bones of our transportation sys- 
tem,” it is essential that the fewer systems be co-ordinated 
into a harmonious and efficiently working whole. 

Co-ordinator Eastman has stated in effect that logically 
government ownership would ultimately be the solution of 
our railroad problem. He did not believe that, due to the 
great expenditures involved, this was an opportune time to 
launch the movement. 

There is no need of government ownership now, or in 
the near future. With the return of normal conditions in- 
crease in traffic and resultant revenue will again make need 
for all rolling stock and motive power to transport our 
people and our industrial and agricultural products. 


Present Debt Problem 


There need be no alarm because of the debts due the Gov- 
ernment for loans. These are now far less than the billion 
dollars owed by the railroads for loans under Federal Con- 
trol and under Section 210 of the Transportation Act, 1920. 
These have all been repaid except some $38,000,000 and the 
interest paid on the loans at 6 per cent far exceeds this 
amount. So the Government really will make money out of 
these transactions. Moreover, much of the money loaned 
to the railroads by the R FC with rates of interest lower 
than 6 per cent has been repaid. Interest charges made on 
loans by PW A have been even more favorable. Under 
these circumstances there ought to be no excuse for Govern- 
ment ownership because of the present indebtedness. Even 
a moderate increase in traffic would enable the borrowing 
roads to meet their obligations without any difficulty. 

The above is pre- 
dicated upon the pro- 
position that there be 
no burdensome legis- 
lation either state or 
Federal in the near fu- 
ture. The imposition 
of a 6-hour day would 
require an increased 
expenditure estimated 
by the Co-ordinator 
at $400,000,000 per 
annum. In their pres- 
ent depleted financial 
condition the railroads 
could not stand this 
added burden. Receiv- 
erships would be mul- 
tiplied, and the threat 
of government owner’ 
ship would be in 
creased. Everyone 
desires to see better 
wages and working 
conditions, but rail- 
road labor, thoroughly organized as it is, should bear in 
mind that, compared with the wages paid in other and 
even competitive industries, its wages should not be kept 
or advanced out of line. 

Space does not permit a discussion of the many arguments 
for and | against Government ownership. It may be urged, 
however, that with a million added to the civil list, even 
though such list be protected by the mantle of the civil 
‘service;*thiete would still remain numerous openings for 

(Please turn to page 469) 
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What the Insiders Hold 





Extent of Ownership Among Directors and 


Company Officials of Interest to Investors 


1934, officers, directors, and beneficial owners of 

more than 10% of any class of equity security, are 
obliged to report their holdings to the S EC. While this 
provision might seem at first sight an unwarranted intru- 
sion into the private affairs of another, it is only fair that 
the small stockholder should know what stake in the busi- 
ness is possessed by those who are running it, and who it is 
that has any large interest. Moreover, these periodic re- 
ports are designed to prevent “insiders” from making use 


[J *isss, Section 16 of the Securities Exchange Act of 


of their knowledge—and in this they will be at least par- 
tially successful—without a hint being given to the average 
stockholder. Below we give an incomplete list of the stock- 
holdings that have been made public so far. Interesting in 
itself now, it will be more interesting a month or two hence 
when it is possible to check buying and selling activities on 
the part of company officials with actual market perfor- 
mance. Just to hazard a guess, it is our opinion that time 
will prove so-called insiders wrong as many times as they 
are right. 





AMERICAN CAN 
RUS SSS 
Arthur O. Choate, Dir.................. 
AMERICAN RADIATOR 
Charles H. Hodges, Vice Pres............ 
Theodore Ahrens, Dir................... 


W. C. McKinney, Dir... ..c.ccccccseces 


Edward L. Dawes, Dir................... 
AMERICAN STORES 

Samuel Robinson, Pres. and Dir........ 

William Gould, Asst. Treas............. 

William Park, Dir 

James K. Robinson, i | 
ARCHER-DANIELS-MIDLAND 

Whitney H. Eastman, Dir............... 


1 pref. Jan. 
600 com. Jan. 


21,095 com. Jan. 
41.133 com. Jan. 
1,750 pref. Jan. 
18,600 com. Dec. 10 
827 pref. Dec. 10 
127,844 com. Dec. 10 


aan No 


78,805 com. Jan. 


16,880com. Jan. 
21,089 com. Jan. 


a» 
s 
§ 
3 
? 
Naen 


4,525 com. Dec. 31 


MV GNUOE Us, MOONS, TEOEB, . 0... cccccccce 600 com. Dec. 31 
BURROUGHS ADDING MACHINE 

1. As PPG, TIONS... 2... 0 ccc ccccess 797 com. Dec. 31 
COLGATE-PALMOLIVE-PEET 

Charles S. Pearce, Chair.. 62,438 com. Jan. 8 


32,284 com. Jan. 7 
10,120 com. Dec. 10 
48 pref. Dec. 10 
72,621 com. Nov. 10 
3,039 com. Dec. 1 
38 pref, Dec. 1 


13,230 com. Dec. 31 
390 com. Jan. 4 
150 com. Jan. 7 


William B. Johnson, Dir.. 
Margaret J. Massee, Dir...... 





Elinore Johnson, Dir...........000000008 
Albert W. Peet, Hon. Chair............. 


COMMERCIAL SOLVENTS 
George M. Moffett, Dir................. 
Henry E. Perry, SA 2 re ae 
Thomas F. Carty, Treas................. 


CONTINENTAL CAN 









MD, Oo, SUUMERMINIRS PROBS. 5 5cs ccc cccccccses 17,525 com. Jan. 8 
Thomas G. Cranwell, Dir........... = 22,316 com. Nov. 10 
Arthur Lehman, Dir. 4,850 com. Nov. 10 
a oe C. Brush, Di 300 com. Nov. 10 

J. B. Jeffress, Jr., Trea gates Sean 2,466 com. Nov. 10 


I. W. England, Vice Pres. and Dir....... 
Frederick A. Prahl, Vice Pres. and Dir... 
S. J. Steele, Vice Pres. and Dir 
C. C. Conway, Chair a 
J. . Hartlieb, ; Vice Pres ; 

R. H. Alexander, Asst. Sec. and Asst. Tr. 
John S. Snelham, Comt...........ccs00. 

CONTINENTAL OIL 
Ernest J. Nickols, Vice Pres............. 


CORN PRODUCTS REFINING 


98214 com. Nov. 10 
600 com. Nov. 10 
1,593 com. Nov. 10 
22,125 com. Nov. 10 
4,100 com. Nov. 10 
579 com. Nov. 10 
300 com. Nov. 10 


3,600 com. Oct. 31 


George M. Moffett, Pres................ 67,225 com. Nov. 1 
500 pref. Nov. 1 
DU PONT DE NEMOURS 
Eugene du Pont, Dir..................6. 71,124 com. Jan. 8 
3,000 deb. Jan. 8 
Wititatn PF. Allon, Dit. ..... 6... sscceess 2,200 com. Jan. 9 
W. S. Carpenter, Vice Pres.............. 21,850 com. Jan. 9 
James B. D. Edge, Vice Pres. 0 Dir.. 100 com. Jan. 7 
Charles Copeland, Sec. and Dir.......... 60,000 com. Jan. 4 
1,320 deb. Jan. 4 
Irenee du Pont, Vice Chair.............. 37,000 com. Jan. 3 
21 deb. Jan. 3 
Ait MG ENS 15: 6,504. eim'aik is oi io-0.01a dip: 0% 9,700 com. Dec. 31 
Pierre S. du Pont, Dir. and Chair....... 33,352 com. Dec. 31 
16,400 deb. Dec. 31 
GENERAL MILLS 
oS Eo | ee 20,314 com. Jan. 8 
6,710 pref. Jan. 8 
QOS ee er eee 5,333 com. Dec. 6 
DHRC TONES. 5 icc cdcbsceesssieees 7,168 com. Dec. 1 
3,904 pref. Dec. 1 
GILLETTE SAFETY RAZOR 
Henry J. Gaisman, Dir.................. 36,600 cv. pref. Jan. 2 
HERCULES POWDER 
James T. Skelly, Vice Pres. and Dir..... 17,000 com. Jan. 8 
Norman P. Rood, Vice Pres. and Dir... . 5,080 com. Dec. 31 





INTERNATIONAL oo MACHINES 







Samuel Mg CORRS tr ee rer 1,020 com. Dec. 31 
Frederick RPM IMIGES 5 os os occns co cnoos 2,940 com. Jan. 9 
Edward Cornell, Dir... ......cccsccccses 6,502 com. Dec. 3 
Oscar L. Gubelman, Dir................ 513 com. Jan. 9 
Sherman M. Fairchild, Dir.............. 5,700 com. Jan. 8 
Otto E. Brattmayer, Vice Pres. and Dir.. 2,652 com. Jan. 4 
ee OPES TE 6 0:0:0:6.0's 8 oe 90.0 bk 6 0% 14,890 com. Jan. 6 
Se So eee 1,900 com. Jan. 7 
James C. Milner, Pe MID 6 aiceciecscees 204 com. Jan. 8 
William F. Battin, Treas................ 3,053 com. Jan. 7 
pe a A OS re 1,479 com. Jan. 5 
Bpamreen® TRGWNEE, BPih ccc ccc ce sccccscocne 18,105 com. Jan. 5 
Frederick C. Elstob, Cont............... 204 com. Jan. 5 
Selaas Go. PR, SOEs 55 «0 0iss secs cceec'e 816 com. Jan. 4 
Christopher D. Smithers, Dir........... 12,044 8/50 com. Dec. 31 
KELVINATOR 
William R. Crosett, Cont............... 1,000 com. Jan. 2 
George W. Mason, Pres. and Dir. os 17,189 com. Jan, 2 
Gordon M. Evans, Vice Pres... 200 com. Jan. 2 
Henry W. Burritt, Vice Pre 7 1 com. Jan. 2 
Percy T. Ebbott, Officer................ 100 com. Jan. 2 
Harold G. Perkins, Vice Pres............ 2,200 com. Jan. 2 


Ss. S. KRESGE 
RAR OL eee 1,285,984 com. Jan. 2 
R. R. Williams, Vice Pres............... 46,563 com. Oct. 12 
Charles B. Van ST 64,102 com. Oct. 12 
pe EG Pee 70,000 corr. Oct. 12 


Howard C. Baldwin, Dir................. 6,900 com. Oct. 12 
ie ee IN I 6.6 5 60:5 0 6bisdrciececsece 232 com. Oct. 12 
a re 2,300 com. Oct. 12 
Fi, Bo Py VION PIO ss vw ccccccsevecees 600 com. Oct. 12 

20,000 prt. ctfs. Oct. 12 
grag H. Servis, Vice Pres.............. 16,100 com. Oct. 12 
ie Ns 6.6.6 0:6. 6.0:65 608 004 2.600 "100 com. Oct. 12 


Cc. E. Ee Aer reer 100 com. Oct. 12 


KROGER GROCERY & BAKING | 
Clarence O. Sherrill, Officer............ 
P. LCRILLARD 
PCM a URRTE Ny DO a 0550'S aisis’e g)e 0.0 ove eis 
Carl J. Bush, Vice Pres. and Dir......... 


2,340 com. Jan. 7 


610 com. Jan. 4 
200 com. Dec. 6 
35 pref. Dec. 6 


R. H. MACY 


Jack Isidor Straus, Vice Pres............ 17,064 com. Nov. 30 
NATIONAL BISCUIT 
Howard M. Hanna, Dir................. 2,100 com. Jan. 2 
NATIONAL STEEL 
Charles M. Thorp, Dir.................. 14,800 com. Jan. 8 
E. W. Mudge, Vice Pres. and Asst. Tr.... 15,760 com. Dec. 31 
NORTHERN PACIFIC RAILWAY 
Howard E. Stevens, Vice Pres........... 500 com. Dec. 31 
J.C. PENNEY 
Be ON MIN ese ecGece asics cess ‘ 47,303 com. Jan. 4 
4,174 pref. Jan. 4 
FRANK G. SHATTUCK 
William E. Schrafft, Asst. Tr. and Dir... 52,906 com. Jan. 16 
Leon O. Dunckles, Treas.............--. 775 com, Jan. 


8 
Frank J. Farley, Asst. Treas............. 115 com, Jan. 9 
SKELLY OIL 
W. G. Skelly, Pres. and Dir.............. 32,792 com. Jan. 
Francis T. Hopp, Sec.-Treas. and Dir.... 
I aicin ds G.5.s ode Rao ens Wedene awd 91,250 com. Sep. 
51,400 pref. Sep. 30 


SOUTH PORTO RICO SUGAR REFINING 


George M. Moffett, Dir................. 25,959 com. Dec. 31 


1,225 pref. Dec. 31 
Edward S. Paine, Sec. and Dir........... 10 com. Dec. 17 
Horace Havemeyer, Dir................. 29,584 com. Dec. 

1,886 pref. Dec. 16 


(Please turn to page 474) 
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Significant Foreign Events 


By GrorcE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France, Sufficient Unto the Day... 


With the wheat and wine projects 
of Prime Minister Flandin legislated 
with doubtful effectiveness, the new 
government finds itself at the end of 
its tether. Dismissing the theoretical 
aims of the late Mr. Doumergue to- 
ward constitutional reform, it swerved 
with drastic suddenness to grapple 
with the problem of internal credit. 
The defects of a purely passive policy 
of deflation had become glaringly ap- 
parent. Efforts at retrenchment of 
preceding governments failed to keep 
pace with declining revenues, hence 
the repeated necessity to resort to the 
capital market for budget requirements. These successive 
operations impaired the nation’s credit, drove up the cost of 
borrowing in spite of the fact that the French per capita 
gold reserve is the highest of the world. 

The plan adopted by Flandin is identical with the pro- 
gram proposed to the Bank of France by Montagu Norman 
in 1932. It consists in increasing the floating debt through 
the issuance of short-term notes, thus multiplying credits, 
reducing interest rates and augmenting the volume of 
deposits; in short, a program of “gold inflation” without 
altering the value of the franc. Flandin, with his finger 
on the public pulse, realizes the danger of tampering with 
the currency at this particular stage. New treasury bills 
to be discounted at the Bank of France are expected to 
cover the estimated deficit of ten billion francs without 
long-term financing before the end of the fiscal year. 

This move to liquify credits violated the classic principles 
of old-timer Moret, who was ousted as Governor of the 
Bank of France; replaced by M. Tannery and a group of 
younger minds, orthodox but adventurous in banking policy. 
A more far reaching purpose of the new financing is to 
whip up flagging industrial activity with cheaper money 
and to brake down the population’s propensity to hoard. 

The move, excellent in its conception, may lose much of 
its value because of delayed application. 

First, the Bank of France is in no position to take 
monetary initiative on the international stage; the Bank of 
England is now in no mood to collaborate with its colleague 
across the Channel on a program of controlled inflation. 
Thus, since sterling follows the dollar like a shadow, Flan- 
din’s efforts to reduce prices to levels prevailing in countries 
of depreciated currencies are not expected to succeed. 

Second, even though the capital market is liquified for 
industrial and commercial use, production costs in France 
are so rigid that the single factor of cheap credit cannot in 
itself contribute materially to the recovery of business 
activity. 

These unassailable facts lead to one conclusion, that while 
the Government’s current policy of financial adjustment 
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may be sufficient unto the day, the 
evil thereof lies in more difficult ad- 
justments to follow. 


Ae * * 


Great Britain 


While all still appears reasonably 
serene on the surface of trade and 
industry, there is a growing fear that 
the British recovery which was the 
envy of the rest of the world has begun 
to slow down—moreover, that the slow- 
ing down is no mere interruption of an 
upward trend, but that it represents 
the definite termination of an economic 
cycle. Many thoughtful Englishmen 
hold the view that Britain’s recovery was largely artificial, 
ephemerally stimulated by the abandonment of gold and the 
erection of the protective tariff. Logically, those of this 
opinion go on to say that it is only by recovery in world 
trade that England can expect any further progress. They 
point to recent official reports showing that conditions in 
the “depressed areas” can be attributed largely to the falling 
off in international trade as confirming the validity of their 
point of view. 

Yet, curiously those that lay such store by a revival in 
foreign trade oppose stabilization of the pound at this time 
—something which is often said to be the sine qua non 
of a revival in foreign trade. Of the two schools of 
thought—those who contend that revival in international 
trade must precede stabilization, and those who contend 
that monetary stabilization is necessary to the revival in 
foreign trade—one is probably as correct as the other, for 
with trade acting and reacting on money and money acting 
and reacting on trade, who shall say which is cause and 
which effect? 

Logically, therefore, there is a third school of thought, 
to which the British Government itself appears to adhere. 
It is the “compromise” attitude—that the stabilization of 
world currencies is important, but that it is equally im- 
portant that they should be stabilized at a point that can 
be maintained. This point, they say, cannot be even ap- 
proximately known until world trade is less subject to 
quotas, tariffs and bi-lateral agreements, the result of an 
excessive nationalism. It is the position of this school that 
to agree to stabilize the pound at the old parity of $4.86 
would be highly dangerous, lest trade conditions make it 
impossible to maintain such a rate. On the other hand, it 
is very much to be doubted that the United States, even 
though it were willing to consider stabilization at all, would 
agree to a lower rate. Hence, the present deadlock which, 
talk to the contrary, seems likely to continue. 

Reports of the big London banks :that are now being 
made public stress the difficulty of making any money for 
their stockholders. They deplore the scarcity of bills and 
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the plethora of money seeking investment, a combination 
which has driven the best securities to record high levels 
and short-term interest rates almost to record low levels. 
This is a situation that has many parallels in New York 
and it is hard to avoid the conclusion that such dammed up 
capital must sooner or later burst its bounds and cause a 
speculative boom in one direction or another. 

Recent fears, however, about the gold clause contro- 
versy in the United States and the misleading rumor con- 
cerning a possible drop of the gold price in New York 
created a short-lived stir in the London money market. 
According to reports from London, large quantities of 
hoarded gold were released, while speculators hastened to 
cover their short dollar accounts. The latter coupled with a 
spot demand for commercial needs drove the dollar rate up 
above the gold point, and shipments from Europe have been 
resumed, although European bankers.are on the qui vive 
since the gold market will offer tempting possibilities of profit 
for those promptly informed of near-term developments. 


* * * 


Africa, the Colonial Front 


Behind the Laval-Mussolini pact, conducted in a Latin 
“spirit of joviality and wit” remain multiple points of 
friction on the African colonial front. The question of 
the status of Italians in Tunis was delicately decided to 
the temporary satisfaction of all parties. Not so, however, 
for the Emperor of Ethiopia and the Conquering Lion of 
Judah, two dusky potentates wedged in among British, 
Italian and French imperialism, a Japanese commercial 
offensive, and a persistent Nazi cultural 
penetration. 

Since 1919, Italian diplomacy has 
claimed permission to construct a rail- 
way across Abyssinia and by correcting 
frontiers, to eventually acquire an Ital- 
ian corridor connecting the Mediterran- 
ean and the Indian Ocean. With power 
in North Africa balancing so precari- 
ously, America arms and aircraft manu- 
facturers magnanimously sought to pro- 
tect the peace of Abyssinia by offering 
their wares. With equally unselfish 
motives, Barthou’s North African policy 
maneuvered to persuade French railway 
ind postal concessionaries to let the Ital- 
ians in on a limited share of the spoils, 
is a check to German and Japanese en- 
‘roachments. This agreement was based 
m the assumption of a British “hands 
ff” policy, solely tried by French sup- 
ort of Japanese naval treaty denuncia- 
ton. 

Since the underlying effectiveness of 
he Franco-Italian rapprochement is 
‘ontingent on Hitler’s acceptance of the 
Austrian integrity pact, its African back- 
fround is expected to revive the prickly question of the 
eturn of former German colonies Private opinion in 
3erlin considers that it is a likely opening to bolster up 
Nazi prestige, which is waning. 

The Saar problem, while settled superficially, is not with- 
ut further repercussions. Not only will the French doctrine 
ff security entail insistence on treaty requests concerning 
xerman military activity in the Saar, but French vested 
aterests will insist on as large a share of the Saar’s loot as 
s consistent with political expediency. Thus France, not 
nly pulling the political strings in Europe, will likewise 
ttempt to restrain Italian colonial imperialism in North 


or FEBRUARY 2, 1935 


Wide World Photo 





Pierre Flandin 





* 


Africa by a financial deal in the form of a anticipated loan 
to the bankrupt Bank of Italy. 


* * * 


Germany—A House Divided 


Despite the rigid censorship which has enshrouded Ger- 
many in a cloud of mystery during the past month, reports 
of a highly sensational nature have leaked through. The 
lowering of real wages to a level which has caused seething 
discontent among the middle and working classes has pro- 
duced serious repercussions. A further cut in wages might 
be achieved with the assistance of armed forces, but with 
the danger of igniting a revolutionary bombshell. 

The effective commander of the Reichswehr, General von 
Fritsch, and Dr. Schacht are grappling with the political 
situation in a truly realistic spirit. Von Fritsch has practical- 
ly disarmed the Hitler Storm Troops and is now dealing a 
decisive blow to the Storm Guards. Thus big business and 
the Army High Command soon will be forced to assume 
complete control of the machinery of government still par- 
tially in the hands of the Hitler party. The demagogic 
ideology of Naziism must be replaced by some other doc- 
trine of emotional appeal, evolved to satisfy current 
demand. 

The new ideology, patterned closely after the scheme of 
pre-Hitler Chancellor Schleicher, consists in instituting a 
new line of controlled trade unions, after liquidating the 
labor front with its notorious Nazi labor organizations. 
new masters are under no illusion concerning the present 
chaotic conditions in the working class. A return to the 
democratic era of free trade unions could 
not be re-established with security. The 
illusion of freedom, more important than 
freedom itself, must be created to disci- 
pline industrial activity. 


* & 


Austria—Von Papen Fails in 
Vienna 


Judging from the strong arm methods 
employed by Hitler’s vote-getters in the 
Saar, there is every reason to suppose 
that a frontal propaganda attack on 
Austria will now be renewed. It is 
learned from reliable sources in Vienna 
that the importation of explosives from 
Germany has again commenced and that 
in the opinion of the Austrian Govern- 
ment, the country’s sovereignity is in 
peril as long as the National-Socialist 
Government in Germany remains in 
power. The mission of Von Papen sur- 
rounded with mistrust has utterly failed 
to stimulate the cordiality intended. 

Since the assassination of Dr. Dollfuss, 
despite contrary reports, political unity 
within the country has been preserved, and while public 
opinion favors a regression to more democratic institutions, 
confidence in the integrity and ability of Chancellor Schush- 
nig has steadily increased. Economic conditions, although 
not brilliant, have appreciably improved: the unfavorable 
trade balance reduced, unemployment diminished, tax re- 
ceipts increased, financial tension relieved by conversion 
of the 1923 League Loan. Although current government 
expenditures exceed receipts, service on foreign obligations 
has been met. The government is expected shortly to resort 
to short-term credit operations, or negotiation of an exter- 
nal loan—estimated requirements 100 million  schillings. 
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Attack on Utilities Hits Public 


in Both Pockets 


Direct Losses to Individuals 


Indirect Losses Through Fiduciary Holders 


Stock Holders in Leading Compa- 
nies Show Large Trustee Ownership 


By Francis C. FULLERTON 


HE political position of the public utility industry is 
getting worse faster than its economic position is 
getting better, which explains why utility common 

and preferred stocks remain very close to their bear market 
lows. 

The attack, mapped out in New Deal Headquarters, 
Washington, D. C., has now assumed the clear proportions 
of a major offensive along all fronts. Bowing belatedly to 
the inevitable, some utility leaders are displaying the white 
flag and suggesting peace. 

One would have to be an optimist, indeed, to believe it 
likely that peace can be negotiated on any terms at all. 
The politicians have a vested interest in the “utility issue” 
as a continuing and endless source of votes. To make 
peace would end the issue. Q. E. D. 

No, the battle will continue. There will be further re- 
ports of utility abuses from the Federal Trade Commission 
to give the campaign justification in the public eye—if that 
be needed, which it isn’t. It is a safe bet that the warfare 
will before long extend to the gas utilities, heretofore rela- 
tively immune chiefly because the attackers simply have not 
got around to them. 

It may be that the domestic consumer of power, now 
spending an average of 9 cents a day for electricity, is going 
to be saved a few cents a 


indeed! There is the cost of a virtually complete stoppage 
of expansion and capital investment by the private utilities, 
whose spending for capital goods formerly was one of the 
strong supports for our now depressed heavy industries. 

But the cost that hundreds of thousands of investors are 
thinking about is the shrinkage in market values of public 
utility securities, which already totals literally billions of 
dollars and is quite certain to be much more if the present 
attack continues. There is no reason whatever to believe 
that it will not continue and that it will not bite harder 
with the double pincers of slashed rates and raised taxa- 
tion—taxation clearly punitive in motive and amount. 

In regard to this aspect of the matter the Roosevelt 
Administration has apparently thought it necessary to at- 
tempt to offer some “reassurance” to the public by stating, 
first, that the utility investment of the savings banks and 
insurance companies is almost entirely in underlying bonds 
of the operating utilities and that 98 per cent of these bonds 
are as good as a Government bond; and, second, emphasiz- 
ing that the political drive is against the holding companies 
and not sound operating companies. 

There are several things the matter with such “reassur- 
ance”. First, a blanket attack on “holding companies” is 
about as absurd as a blanket denunciation of bankers, or 
lawyers, or doctors or poli- 
ticians. There are all 








day or appear to derive = 
such a benefit—while much 
more vital costs of living, 
including taxes, go merrily 
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But what of the cost? 
There are many elements 
of cost, some beyond con- 
jecture. There is the cost 
of public development of 


Edison. 
Class of Holder 


power facilities, already . — 

running into the hundreds a ERS +> +++. 

of millions and certain to Religious Organizations......... 

in _ There is the prob- POOR Shes acaxekaskseiseicks 
ER ea sis esdexxeusls 


able cost of inefficient pub- 
lic operation, subsidized in 
the leng run by the taxpay- 
er—and any deviation 
from this ancient political 
habit would be a new deal, 








Approximate composite stock holdings of fiduciary 
character in Consolidated Gas of New York, 
American Gas & Electric, United Gas Improve- 
ment, Public Service of New Jersey, Consoli- 
dated Gas of Baltimore and Commonwealth 


Insurance Companies.................... 
Educational Organizations....... 


| varieties of utility holding 
| companies. Some are pyra- 
| mids of financial exploita- 

tion; but more have a valid 





economic and engineering 

reason for existence—that 

ee reason being simply that 

Preferred © Common they can give better and 

— 6S cheaper service than can in- 

LeRSAR 57,805 = 106,836 | dividual, local operating 
teanrens _ —_ companies. The Insull 
naeontes = meee pyramid was an example of 
ied = the first kind. The sound 
sical apn wiend American Gas & Electric 
ee —_ inn holding company is an 
ees. 1,184,988 4,142,356 example of the second kind. 
eae 28%, 9% They are no more alike 
than black is like white. 








(Please turn to page 470) 








438 





THE MAGAZINE OF WALL STREET 

















ries, 


the 


are 
blic 

of 
ent 
eve 
der 


\xa- 


velt 

at- 
ng, 
ind 
nds 
nds 
siz’ 
lies 
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How Many Jobs Can Business 
Make? 


Upturn in Consumers’ Durable Goods May 
Lead to More Activity in Capital Durable Goods 
— Importance of New Financing Debunked 


By Joun D. C. WELpon 


ORN and reared out of man’s instinct for personal 
profit, capitalism in the United States today finds 
itself forced—in self-defense—to become “‘social- 

minded.” Majority public opinion and governmentai 
authority increasingly hold that its primary obligation is to 
provide employment and a decent standard of living for 
the masses. 

It may or may not prove able to meet this obligation. If 
and as it succeeds in meeting it, it probably will find the 
obligation increasing. In any event one will miss the point 
these days in discussing the business prospect in terms of 
production, distribution, trade. The vital index is human 
employment. It is the gravest of national problems. Upon 
it, in the final analysis, depends the national credit and 
social order. 

There are differences of opinion as to the precise number 
of individuals out of work. Estimates range from 8,000,000 
to 13,000,000. But on one thing there can be no difference 
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of opinion: namely, that, whatever the exact number, these 
people must have private employment or must be publicly 
supported. 

As long as they are publicly supported they will consti- 
tute a burden on the national economy, a drag on produc: 
tion, a grave threat to the Federal credit. If privately em- 
ployed, they would constitute no burden at all, but a posi- 
tive increment to the national economy. 

The principle that the Federal Government's duty is 
to provide for these unfortunates—a new principle in this 
country—was accepted by the Roosevelt Administration 
from its inception. The present relief policy is merely a 
refinement and adjustment of method. As outlined for 
the 1936 fiscal year, beginning July 1, it will seek to provide 
useful work for 3,500,000 employable persons now on the 
Federal relief rolls, with 1,500,000 “‘unemployables” to be 
returned to local responsibility. It is hoped that each work 
relief job provided will create one private job and so effect 
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employment of 7,000,000, reducing unemployment to a 
level supportable, as formerly, by private charity or local 
government. 

This type of relief is expensive. As projected;“it will 
cost $4,000,000,000 for a single year. Borrowing this sum 
will place the Federal debt at a new all-time high. 

Now this is not a “pump-priming” operation in its basic 
conception. It is merely Mr. Roosevelt’s choice of the 
proper manner for the Government to take care of the bulk 
of the able-bodied unemployed until private enterprise 
revives sufficiently to take them on. There is no prediction 
from the President that the next fiscal year will see this 
happy consummation. If it does not—and in all probability 
it will not—there will most certainly be further Federal 
relief and further Federal borrowing. 


Private Recovery vs. Federal Credit 


In effect, the President has served the following notice on 
business and the country: 

“Regardless of continuing deficits, we are going to pro- 
vide for these millions—at better than a meré*subsistence 
level—until industry and trade are ready to take® this 
burden off the Government’s shoulders.” , 

The implications 6f this policy ‘are enormous. The sober 
truth is that already we are actually in a race between 
private recovery and the Federal credit. It will not be 
won or lost in a year, but nevertheless the limit is inexor- 
ably approaching. Meanwhile, the national debt piles up. 
Meanwhile, the popular demand for more and bigger 
Federal spending grows by leaps and bounds. Meanwhile, 
the Administration hopefully gives lip service to the “profit 
system” which alone can carry the New Deal freight— 
but does very little to remove those obstacles or adjust those 
kinks which are preventing our economic machine from 
producing the recovery so ardently desired. This is a 
mere statement of fact—not of criticism. It is well to 
concede to ourselves frankly that some of the biggest kinks 
in this complicated mechanism can not be ironed out by 
government in a political democracy. 

At a time when we are literally deluged with panaceas 
and confidently proposed solutions, this article will not add 
another to the list. The trouble with our doctors is that 
they do not know what is the matter with us. Let us see 
if we can not examine objectively the major aspects of this 
national problem. Let us do a little thinking out loud, in 
as practical a vein as possible. 

To begin with, millions are out of work. Well, when an 
individual goes to an employment agency looking for work, 
the first question asked him is: “What do you do? What 
was your last job?” Yet we are trying to solve the employ- 
ment problem for 8,000,000 to 10,0000,000 people without 
having any accurate statistics about them, their qualifica- 
tions, their previous jobs. 

Economists, business men and others have flooded us with 
generalizations about these people and the jobs they used to 
have and the avenues of employment open to them. We 
are told that their unemployment is due in major degree 
to the continuing great deficiency in the production of dur- 
able goods, as distinguished from consumption goods. This 
generalization is true, but it is neither helpful nor sufh- 
ciently specific. 


New Financing Essential? 


We are told a great variety of things that must be done 
to revive production in durable goods. Above all, it is 
held, recovery here requires the restoration of security 
flotations by means of which savings flowing into long- 
term investment will provide the funds for plant moderniza- 


440 


tion, new and better machines and all forms of capital ex- 
pansion. To have this active financing, the argument con- 
tinues, business men must be willing to make long-term 
commitments and investors and capitalists must be willing 
to make Icng-term investments. Therefore, confidence is 
the great requirement—confidence in the integrity of the 
dollar, confidence in the perpetuity of the social, political 
and economic traditions of the past, confidence in the out- 
look for profits. 

Various ways of restoring this “confidence” have been 
suggested: Balance the Federal budget. Stabilize the dol- 
lar for once and all. Clarify the “labor problem.” Change 
the Securities Act. 


Balanced Private Economy 


We have done a great deal of loose thinking, and on 
nothing more so than on the matter of a balanced budget. 
When you stopsto.think about it, no nation’s budget can 
be securely balanced:unless its private economy is in reason- 
ably satisfactory balance.. .The example of Great Britain 
is often cited. Balanced budget. “Heroic taxation. Now, 


~aftervall, the British private econdimy is the source of those 
“taxes; and ofall great nations Britain’s private economy is 


probably the best balanced. Her economy is predominantly 
industrial; while ours is both agrarian and industrial. We 
are plagued with price and wage disparities which sorely 
impede the internal exchange of goods and services. This 
problem does not exist in Britain to anywhere near similar 
proportions. 

To be sure, we could temporarily balance our budget by 
heavy taxation, but in so doing we would almost certainly 
further unbalance our private economy, with the result of 
diminishing returns both in public and private revenues. 

All of which boils down to the obvious reality that a 
recovery of economic activity to normal requires adjustment 
of the component parts of our private economy into reason- 
ably equitable price relationships—using the word price in 
its broadest sense. Partial adjustments have been made, 
largely due to depression’s pressure upon disparities and 
economic inequalities; and it is in all probability due chiefly 
to this automatic partial adjustment of our economic organ- 
ization along all its manifold fronts—rather than to poli- 
tical intervention—that we have experienced partial re- 
covery. 

What is a balanced private economy? Did we have one 
in the prosperous years, 1922-1929? Is capital expansion the 
nub of the matter? With over-indebtedness hanging heavy 
on our heads, can we only prosper by running up more 
debts via the route of long-term corporate borrowing in the 
investment market? 

The last question is particularly interesting, because 
time and time again we are reminded of the vast financing 
of the boom years, compared to which today’s financing is 
a drop in the bucket. This writer does not profess to know 
whether such financing was the chief cause of the prosperity 
of the heavy industries in the boom years, but if. it was 
their prospect today is bleak, indeed! 


New Corporate Issues Overemphasized 


Let us look at the record. We have read that corporate 
“financing” in 1929 exceeded $10,000,000,000, against 
less than $500,000,000 for 1934. Both figures are ballooned 
by the inclusion of refunding issues, which raise no new 
capital at all and hence are unrelated to capital expansion. 

Corporate new capital issues in 1929 totalled $8,639,000,- 
000. Of this bonds made up only approximately $2,500,- 
000,000, while stocks made up $6,088,000,000. Now when 
most economists talk of savings flowing into long-term 
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capital investment they are thinking of bonds. Any new 
stock issue is a speculation. We were speculating in 1929. 
It is exceedingly unlikely that the present generation will 
live to see a duplication of 1929’s demand for new issues 
of common stocks. 

Moreover, when we break down the total financing of 
the year, we find that investment trust financing accounted 
for $2,222,000,000; public utilities for $1,931,000,000; rail- 
roads for $546,000,000; real estate securities for $520,- 
000,000 and the oil industry for $270,000,000—total 
$5,489,000,000 or 63 per cent! 

Of course, 1929 was abnormal. So the writer has 
examined the record for each year back to 1919. What 
stands out is that by far the major proportion of total 
financing over this long period was either speculative on 
the one hand, or on the other hand was in behalf of indus- 
tries which today do not need financing, do not wish to 
finance or are not in a sufficiently favorable position to 
arrange financing on satisfactory terms. Here we have con- 
siderations entirely apart from “confidence”, from the 
budget, from dollar stabilization, from the Securities Act. 

Since the so-called normal years 1923-1925 are the 
comparable period used in most of our statistical calcula- 
tions, let us have a look at financing over that three-year 
period. The average was $3,375,000,000 a year, made up 
of $2,477,000,000 bonds or notes and $898,000,000 in 
stocks. The average for public utilities was $1,236,000,- 
000; rails, $541,000,000; iron, steel, coal, copper, etc., 
$207,000,000; motors and accessories, $100,000,000; other 
industrial manufacturing, $362,000,000; oil industry, $176,- 
000,000; real estate securities, $433,000,000; miscellaneous, 
$268,000,000. 

In other words utility, 
rail and real estate financ- 
ing averaged $2,200,000,- 
000 or 65 per cent of the 
total. Iron, steel, coal, 
copper, etc., plus motors 
and accessories and other 
manufacturing industry 
averaged $679,000,000 or 
about 20 per cent of the 
total. 















Now it 1s undoubtedly true that in those and succeeding 
years public utility, railroad and real estate financing were 
very helpful to the heavy industries. For a variety of 
reasons well known to the reader, it is obvious this big three 
of our former public financing is not at present prepared 
to assume that role again. What of the oil industry? It 
has been paying off debt for several years, its present expan- 
sion needs are small and its own cash is plentiful. Motors 
and accessories? The survivors are plentifully heeled and 
moderate expenditures for expansion or modernization here 
and there are met out of cash. The steel, coal, copper 
industries? No financing is likely here for some time, 
though steel is spending some $100,000,000 of present cash 
for modernization work. This leaves “all other manufac- 
turing” and our vague friend “miscellaneous”. Neither 
promises to figure prominently in the new capital market 
at present. 


What Is the Outlook? 


Examining these unadorned realities and assuming that 
re-employment of the bulk of the unemployed depends on 
the Siamese twins, Heavy Industry-New Capital Financing, 
this writer comes reluctantly to the conclusion that the end 
of the Government’s 1936 fiscal year will find millions still 
without private employment and the Federal budget no 
closer to a balance. 

Yet if we look still more realistically at our problem, is 
it not apparent that the probable continuing deficiency in 
new capital financing and in capital expansion may be at 
root merely a symptom of an unbalanced economy and not 
its cause? 

That is a question the learned economists would do well 
to ponder. Sometimes the real answer to a complicated 
question is the simplest one. What is the one single thing 
that most influences the confidence and optimism of the 
average business man? It is active demand for his product, 
nothing more and nothing less. That is why he was both 
confident and optimistic in 1929. 

What is business activity but an exchange of goods and 
services, with money serving merely as the transportation 
medium? “Baloney!”, say the inflationists—but they are 
wrong, mistaking effect for cause. In every normal person, 
including the vast 
majority of the un- 
employed, there is 
a keen desire to ex- 

(Please turn to 
page 472) 




















Business Looks at the Pros and 
Cons of “Social Security” 


High Labor Costs Industries Will Be Heavily Burdened 


By THEoporE M. KNAPPEN 


S an abstract proposition opposition to the President’s 
program for social security is offered only by the 
hopeless cave-dwellers of society. As a practical 

proposition it should and will be examined from the stand- 
points of the financial burden it will impose on the economic 
structure, and of the benefits and disadvantages it may 
directly or indirectly work to the business life of the coun- 
try, both individually and generally. 

The Roosevelt Administration has already assumed if not 
declared that it is the duty of the state to provide employ- 
ment if industry over a protracted period is not able to do 
so. It now proclaims that it is the duty of the state to see 
that industry shall :— 

1, Provide insurance of unemployment compensation for 

a definite period. 
2. Provide pensions or annuities for workers who shall 
have attained the age of 65. 

Further, the social security plan envisages it to be the 
duty and charge of the state (meaning government in gen- 
eral) to provide out of public funds (or through public 
agency) for: 

1. Aid to dependent children and mothers. 

2. Additional aid to state and local public health agencies, 

and tentatively, for health insurance. 

3. Voluntary annuities system. 


As Usual 
Uncle Sam Pays 


While compensation insur- 
ance and annuity or pension 
reserves are being built up from 
the contributions of industry 
(employers and employees) there will be a transitional 
period in which the general government will be called upon 
to grant subsidies. These subsidies, which will come out of 
general funds, will be $4,900,000 for unemployment com- 
pensation in the fiscal year 1936, and $49,000,000 there- 
after; and for old age pensions, $50,000,000 in the first year 
and $125,000,000 thereafter. General Federal funds will 
be drawn upon, in addition, for mothers’ assistance, mater- 
nal and child health, crippled children, child welfare, and 
public health to the additional amount of $43,000,000, mak- 
ing this total annual New Deal charge against Federal tax- 
payers $217.500,000. 


The permanent compulsory 
pension or annuity plan will 
be financed by a tax, on pay- 
rolls, payable equally by em- 
ployers and employees but collected by the former. The 
combined rate starts at 1 per cent in 1937 and gradually 


Labor and Capital 
Divide Cost 
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ascends to 5 per cent at the end of twenty years. Benefits 
are limited to $30 a month except as each state may add 
thereto at its sole expense. 

Unemployment insurance compensation tax, which is to 
be borne entirely by employers, is normally 3 per cent, 
begins in 1936, but will be only 1 per cent the first year 
unless the business volume as calculated by the Federal Re- 
serve Board index is 84 or more, which it is not likely to 
be; but the 3 per cent rate will become mandatory in 1938. 

While the supplementary voluntary annuities plan is not 
financed out of the employers and is purely a matter of vol- 
untary contributions by any person under 65, it has im- 
portant business considerations. 

The ultimate reserve fund of the compulsory annuities 
plan is calculated at $15,250,000,000. 

The total annual costs of the social insurance program as 
a whole will eventually be, it is estimated, $2,500,000,000 
but at that time the direct costs to the Federal government 
should theoretically be trifling. The burden would be on 
employers and employees. 


The first direct incidence of the 
new program to be considered from 
the business point of view is the tax 
of 1 per cent upon payrolls for the 
provision of unemployment compensation. In the long run 
this tax will be pushed along to the consuming public to 
some extent. The rest of it may be looked upon as enter: 
ing into the sum total of wages. It may operate to prevent 
some increase in cash wages or it may cause in some in- 
stances and at some times a lowering of cash wages. In 
any event it does not seem to be a ponderable burden when 
it is only 1 per cent. When the employment compensation 
tax gets up to 3 per cent, it will become a serious problem 
for many concerns. In view of competition, codes and 
fixed wages they may have to take the tax entirely out of 
profits, thus permanently reducing capital’s share of earn 
ings. Some weak concerns would be unable to stand the 
drain, and would have to go out of business. 

On the other hand there would be the offsetting fact 
that the payment of this tax would tend to reduce the 
amounts of voluntary contributions and emergency relief 
taxes in times of unemployment and distress. The maxi 
mum payment to an unemployed person would be $15 a 
week for 16 weeks. While this would be but a drop in 
the bucket in a protracted crisis like the present, it would be 
an important factor in ordinary depressions and local shut- 
downs. 

In another way, however, the compensation fund tax 
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would be one to promote industrial loss. A man out of 
work because he went on a strike would be entitled to com- 
pensation, just as if he were laid off. Thus a premium 
would be placed on labor disputes and the depressive effects 
they have on business earnings. In effect, the employer 
would be contributing to a strike fund. It would seem, 
therefore, that it would have been more equitable to have 
compelled employees to make some contribution to unem- 
ployment insurance. Now they can strike wholly at the 
expense of the employer. 


Turning to old age pensions or an- 
nuities, the compulsory kind will be 
paid for by employers and employees, 

- half and half. Eventually the em- 
ployer’s part will be 214 per cent of his payroll, but that 
will not be until 1937; and it will begin next year with only 
4 per cent. The same arguments can be advanced as to 
the effects of this tax as those regarding the compensation 
tax. To some extent they may be absorbed into the wage 
total, to a great degree they 


Increasing 
Wage Cost 


other tax. It must be remembered that in some manner and 
in some degree the community already sustains the unem- 
ployed and the aged. Business is taxed for public relief 
in some form at all times. 

A threat to business there will always be in the opening 
up of a new outlet for public funds, and a new excuse for 
collecting taxes. Under the co-operative set-up, the dema- 
gogues and the sob sisters will press annually upon Con- 
gress and state legislatures for larger compensations and 
more generous pensions. Another horde of functionarial 
tax-eaters will hustle and bustle up to the public feed 
trough and stay there. The ultimate bill they will present 
to the taxpayers through cowed or cajoled legislative bodies 
will be much larger than is now contemplated. 


As the compensation 
and insurance funds are 
to be invested in govern- 
ment bonds they will be 
a standing temptation to expand the public debt and a 
compulsion to perpetuate it. 


Government Invests 
in Itself 





The service of the debt thus 





will be passed on to the = = 
general public. In the first 
years the incidence of this 
taxation—even when com- 
bined with that of the pen- 
sion levy—will be negligible 
for most business concerns; 
but many in the marginal 
groups will find them a 
sentence of death. 

In the end, however, em- 
ployers will be paying com- 
bined social security taxes 
of 51% per cent on the total 
amount of their payrolls— | Totals 
and the entire burden im- | 


Item 





What Social Legislation Would Cost | 
the Federal Government 


oT ee 2, $50,000,000 $125,000,000 
Unemployment insurance........ 
Mothers assistance............. 
Maternal and child health.............. 
Crippled children............... 
ROE OEINEO oi 0 S055) 6s < visiset-ive ey 
Pail TOM 5 655i osc. cece oes 


ope $98,400,000 $217,500,000 


incurred will cost about 
$400,000,000 a year—and 
might in time be nothing but 
a governmental gratuity to 
pensions and compensation. 
These facts have led to the 
suggestion that it might be 


Fiscal Each Suc- 
Year 1936 ceeding Year 


sane pene praca better to do without re- 
een paren paca serves, save the interest, and 

ae once | pay compensation and an- 
Metre pri arene | nuity charges as_ they 
Nae — — mature annually out of the 
ee 10,000,000 10,000,000 


current specific taxes, plus 
whatever additional 
amounts might be required 
from the general funds. 











ee ee 








posed upon industry will ~~ 
be 8 per cent of the pay- 

roll. Such an impost would probably put many concerns 
out of the running, if we were to assume that such a per- 
centage were to come out of net earnings after all the ordi- 
nary expenses of business had been met. But individual 
states may make contribution assessments still higher in 
order to enlarge benefits. 


High Labor 


Industries 


It may turn out to be unfair if not 
ruinous to apply the same rate. of tax 
to industries whose “raw material” is 
largely labor as to those wherein labor 
represents but a minor part of the finished product. The 
proportion of labor costs to selling prices are very high in 
the automobile, textile, building, motion picture, service and 
some other industries, and low in steel, chemicals and oil. 
To take an amount equal to 8 per cent of the payroll out 
of the net income of such a company before arriving at the 
profit zone might be disastrous during the readjustment 
period if not finally so. Group competition might be serious- 
ly affected, as with lumber versus steel. Perhaps even a more 
serious incident of a tax based on payrolls is the super- 
premium that would be put on mechanization and techno- 
logical unemployment at a time when it is recognized that 
to prevent undue social strains these changes should be 
brought in gradually. 

But over a period of many years the tendency would be, 
as is proper, that this tax would be passed on and spread out 
over the whole community. Some of it might be absorbed 
in slightly less wages rates than otherwise would have been 
paid. Some of it would drop into prices. Some of it, too, 
would merly represent the substitution of one tax for some 
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Investing government funds 
in government bonds is similar to giving yourself a 
promissory note for cash transferred from one _ pocket 
to another. But the practical fact remains that Congress 
will appropriate to pay interest on bonds deposited in a 
trust fund more certainly and dependably than it will meet 
a recurring appropriation not instrumentally obligated. 
Also, the temptation would be strong for demagogues to 
liberalize annuities and increase the unemployment pay- 
ments if each year Congress was handed a bill calling for a 
special appropriation affecting half of the electorate. 

It is illuminating to recall that in the matter of civil serv- 
ice pensions Congress is now in an embarrassing position 
because of its reluctance to appropriate money that can not 
go swiftly and immediately into pork or legitimate expendi- 
tures. The Civil Service pension fund is now $2,000,000,- 
000 less than it should be, and acheful annual appropria- 
tions have to be made to satisfy the amounts annually called 
for by retired civil servants who have duly paid for their 
annuities through deductions from pay. 


Loss to Insurance The inauguration of a 
Companies government voluntary an- 

nuity or pension system will 
have the specific effect of in- 
terfering to some extent with the business of private insur- 
ance companies on straight life insurance as well as annuity 
business. The compulsory pensions would also have a pos- 
sible tendency to reduce patronage of insurance companies. 
On the other hand, the insurance companies might expect 
to benefit from the great popular interest which would be 

(Please turn to page 471) 
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Semi-Annual Dividend Forecast 


Part I—Railroads, Public Utilities, Equipments 


ECENT months have seen the trend of dividends 
turning more and more in the investor’s favor in 
most industries. Increasing earnings, the threat of 

taxation on corporate surpluses and the lack of demand for 
plant expansion have resulted in numerous resumptions, 
increases and special distribution in a growing number of 
corporations. 

This favorable trend has not been discernible among the 
rails and utilities which continue to reflect both the un- 
certain pace of general recovery as well as the pressure of 
heavy taxation and governmental regulation and competi- 
tion, but it is clearly evident among the lighter industries 
and as general conditions improve should gradually make 
itself felt in the heavier durable goods industries. 

During the past year many companies have elected to 
make payments as operations become profitable without com- 
mitting themselves to a defi- 


with earnings on the common shares for 1934 compared to 
last year. Where official figures are not yet available, care- 
ful estimates based on interim reports and the trend of 
the industry have been made. The price range for the past 
year is given together with present dividend rate. Dividend 
prospects are covered by individual comments, which should 
be read in conjunction with the general discussion of the 
industry preceding each table. 

Each issue in the following compilations is rated with 
regard to the investment status of the issue and its indicated 
market prospects in accordance with THE MAGAZINE OF 
WALL STREET'S rating system as shown in the accompany: 
ing box. 

This Semi-Annual Dividend Forecast is presented in two 
parts. The current issue covers leading’ railroads, pub- 
lic utilities and the various types of equipment com: 

panies. : 








nite annual rate. As the pros- 
pect of recovery becomes clear- 
er, more and more such, how- 
ever, are expected to resume a 
standard payment. 

Thus the investor will be 
afforded a widening choice 
among dividend-paying issues. 


ings. 


pany in that industry. 


Two fundamental factors, the industry and 
the company itself, are used to. form our rat- 
The letters A, B, C and D are applied 
in rating the industry; and the numerals 
1, 2, 3 and 4 in rating the position of the com- 
hus: 


=. The second part which will 
appear in the issue of February 
16 covers the principal com- 
panies in steel, metals, petro- 
leum, chemicals, food, building, 
merchandising, automobiles, 
tires and motor accessories. 

In connection with the table 
on railroad stocks, readers are 














It is fortunate that this is so, 
for with prices of so many 
issues already liberally dis- 
counting improvement, the 
quest of a fair average return 
is not an easy one. 

In this connection, however, 
this dividend will be found 
most helpful. The principal 
companies in the major indus- 
tries are shown individually 
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INDUSTRY 


A—In a strong and expand- 
ing position. 


B—In a fairly strong and 
stable position. 


C—Depressed but prospects 
for recovery moderate- 
ly favorable. 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement. 


COMPANY 
1—Large current earnings; 
dominant in field; 
strong financially. 
2—Good potential earnings; 
important company; 
good financial position. 
3—Earnings still relatively 
low; fair financially; 
business volume mod- 


erate. 

4—Doubtful outlook; weak 
financial position; un- 
profitable operations. 








urged to read “Meeting the 
Problems of Transportation” 
by John J. Esch, which appears 
on page 432, of this issue. 
Also, additional light is thrown 
on the public utility situation 
by Mr. Fullerton’s discussion 
of the stock holdings of 
fiduciary institutions on page 
438. 
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Mounting Expenses Menace Rails’ 
Dividend Prospect 


More Traffic Essential 


lief the fundamental difficulties and problems with 

which the railroad industry continues to struggle. 
Last year freight traffic, as measured by carloadings, expe- 
rienced an.estimated gain of 5.6% over 1933 and the num- 
ber of passengers carried showed an increase of nearly 10% 
This is the first time since 1923 that passenger traffic has 
shown a gain. Reflecting the larger volume of traffic, gross 
revenues were up 4.7%. 

Unfortunately, however, expenses increased more sharply 
than revenues. According to preliminary estimates, net in- 
come for 1934 was even lower than in the previous year 
and Class I railroads failed to cover aggregate fixed charges 
by some $30,000,000. In 1933, these same roads came 
within less than $14,000,000 of fully earning fixed charges. 

In justice to the railroads, it must be said that the show- 
ing last year was in no way due to lack of operating efhi- 
ciency. Rather it reflects conditions beyond their control— 
conditions resulting directly from unwise and untimely 
governmental interference. 

Fuel costs, it has been estimated, rose about 20% during 
the past year and in the case of materials and supplies, 
prices were about 15% higher on the average. In the 
aggregate these items added more than $75,000,000 to rail- 
road expenses in 1934. One-quarter of the 10% wage 
cut, placed into effect early in 1932, was restored last year; 
half of the reduction was restored at the beginning of this 
year; and the balance will become effective on April 1, next. 
This means that the railroads this year will have to pay out 
in higher wages some $155,000,000 more per year, while 
the Pension Act, if continued in force, is calculated to add 
$65,000,000 annually to costs. 


Dea of the past year bring into bold re- 


More in self-defense than in any real hope that their 
request would be granted, the railroads have applied to 
the I.C.C. for permission to increase freight rates 15%. 
In some quarters it is held that the roads will be granted 
a part of this increase but it is a moot question whether the 
railroads themselves are really anxious to add more to a rate 
structure which already has deprived them of a consider- 
able volume of traffic and redounded to the benefit of com- 
petitive mediums of transportation. 

Making allowance for the actual and prospective increases 
in railroad operating costs this year and even granting a 
moderate increase in trafic volume, one is, nevertheless, 
forced to concede that the current year is likely to bring 
little change for the better in the earnings position of the 
shares of the majority of the railroads. Wéith one-sixth 
of the railway mileage insolvent, with about $2,000,- 
000,000 of debt to be refunded in the next five years, and 
with the credit position of the industry already seriously 
strained, railroad equities as a group offer very few candi- 
dates for increased dividends. 

At this time the attention of the railroad industry and 
railroad investors is focused upon Washington, with the 
hope that the present session of Congress will enact legisla- 
tion which will aid in mitigating the present plight of the 
industry. In the meantime, however, the Government will 
doubtless continue to lend financial assistance to distressed 
carriers, which many regard as a prelude to the eventual 
nationalization of our railway systems. In any event, the 
political aspects of the situation at this time greatly over- 
shadow the financial and statistical, and the trend of later 
developments in that direction should afford a more tangible 
cue as to the railroads’ future than is present at this time. 



























































Position of Railroad Common Stocks 
‘ Earned Per Share Price Range : 
Railroad ————. —— 1934. Recent Divi- % Market COMMENTS 
1933 1984(e) High Low Price dend(a) Yield Rating 
PRM arin Seip eisicscaee tes cane Nil 0.25 1334 45% 50 2.00 4.0 C-2 Conservative capitalization and excellent financial posi- | 
tion. May again pay a special dividend this year. 
Atlantic Coast Line.............. Nil Nil 5414 2414 81 C-3 Deficit smaller last year. Fair financial position- 
: Dividend not an early possibility. 
Baltimore & Ohio............... Nil Nil 3414 1234 13 C-3 Dividends still sometime away. Finances comfortable 
- . despite large RFC loans. 
Bangor & Aroostook............. §.29 5.00 461% 351% 39 2.50 6.4 C-1 Hw idends amply protected. Earnings would warrant 
increase. 
Boston & Maine................ Nil Nil 1914 5% 614 ~.... Ce Lower earnings last year and impaired working capital, =| 
= detracts from the road’s prospects. | 
Canadian Pacific. ............00. Nil Nil 1814 "kK 13 C-2 Earnings reflect~improved economic conditions in 
- . Canada, but dividends not a near term prospect. 
Central R. R. of New Jersey...... Nil Nil 92 53 52 C-2 Finances satisfactory but dividends must await further 
i restoration of traffic. 
Chesapeake & Ohio............. 3.69 3.75 4856 39% 43 2.80 6.5 C-1 Road’s outstanding record lends attraction to shares- 
Could pay more. 
Chic., Mil., St. Paul & Pac....... Nil Nil 814 2 2% C-4 Present company has never paid common dividends. 
Chicago & Northwestern......... Nil Nil 15 8% 416 C-4 Will require continued financial assistance from Gov't. 


Stares highly speculative. 





(Please turn to next page) 
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Position of Railroad Common Stocks 
Railroad —_——_——. —— 1934. Recent Divi- , Market COMMENTS 
1983 1984(e) High Low Price dend(a) ield Rating 
Chic., R. I. & Pacific. ........... Nil Nil 6% 1% 2 Seen C-4 — restricted and reorganization still some time 
ware tudson Co........... 3.62 3.50 73 35 38 ys ae see C-2 ea e security holdings lend long term attraction. 
— == - ‘ Dividends unlikely in — future. . 
. ware eee | Nil 33 14 16 C-2 Earnings could recover sharply with further general 
—_ a cieseenes es business improvement. Finances good. . 
TP cbaosenenes> A EY Nil Nil 24% 9% 11 C-3 Good credit standing despite large loans. Dividend 
one prospects dubious. 
Great Northern (Pfd.)........... Nil Nil 32% 124% 15 C-3 — maturity, restricts speculative possibilities 
a Nil Nil 387 13 16 C-3 Earnings lower last year. Finances fair. Dividends 
7 Illinois Central...... % 4% sata ter oome ae 
Kansas City Southern........... Nil Nil 1934 6% 1% pas C-3 a but earnings not yet sufficient to 
eee Nil Nil 21 9 10 C-3 Earnings off moderately last year. May require 
aenusingcn oma ” “ further RFC ald. No dividends thie your. 
Louisville & Nashville........... 1.54 2.00 6244 8734 42 3.00 7.0 C-2 Finances strong. Further dividends probable for 1935 . 
Missouri-! PEOERB..0. 025000 Nil Nil 14 4 5 C-3 Finances remain strong, but restricted earnin o- 
uri-Kansas-Texas i K% % % ee wy Fm Pim Dig dang gs pr 
Missouri Pacific................- Nil Nil 6 1 24% whet ies C-4 Present status of road places shares in obscure 
aaianonen: % : speculative position. 
isp vavobeusdes Nil Nil 45 18% 19 C-3 Excellent lo: apne yes not nullified by current 
New York Central Ye a po a ay by 
- ¥., Chic. - Louis......... Nil Nil 26% 9 10 C-8 Substantial gain in gross c= by higher costs. 
waist hareueaienbmieds Dividends remote but shares have speculative merit. 
N. Y., N. H. & Hartford......... Nil Nil 241% 6 7 C-3 I ne gue must be liquidated obscure 
N. Y., Ont. & Western........... 0.64 Nil 11% 4% 5 C-3 — restricted and dividend prospect unencourag- 
ng. 
ener kcpenenee 15.33 14.00 187 161 172 10.00 5.8 C-1 Strong finances and sustained earnings presage con- 
a tinued liberal dividend policy. pees 
Northern Pacific. ...........+-++ 0.12 0.25 36% 14% 18 C-2 Earnings up; financial position sound. Shares have 
speculative merit. 
Pennsylvania... .......ccsececes 1.46 1.20 39% 20% 22 1.00 4.6 C-1 —— likely to receive at least $1 in dividends 
cicawhub shen eens Nil Nil 28 12 18 C-3 Despite shortage of fixed charge coverage, 1934 earnin 
a substantially better. Shares have interesting oun: 
lative possibilities. 
8 rr rer 2.80 2.50 563 35% 37 2.00 5.4 C-1= Finances strong and earning power well sustained. 
——o a : No change in dividends indicated. 
Southern Pacific............-.-+ Nil Nil 8334 14% 8616 C-2 Finances comfortable but restricted traffic is against 
early dividend resumption. 

URRCoekbacesen a's Nil Nil 8646 11% 14 C-2 Earnings lower last year, but favorable potentialities of 
— territory lend speculative merit to shares. 
>= eer 7.92 6.50 183% 90 105 6.00 6.7 C-1 Continued coverage of dividend assures maintenance 

of oresent rate. 
Western Maryland.............. Nil Nil 17% 7% 8 C-3 Large dividend accumulations on preferred offset 
favorable implications of improved earnings. 
(e) Estimated. (a) Paid 1934. 











Politics Continue to Hamper 


Public Utilities 


Lower Rates and Increased Costs Are Fac- 
tors That Have Made for Smaller Dividends 


of the better utility companies was second to none. 

A few sensational pyramids, of course, had toppled 

with reverberating crashes, but these were thought to be 

isolated disturbances. If a few over-expanded holding com- 

panies crashed, it did not necessarily mean that the better 

holding companies, and least of all the better operating 
companies, should follow suit. 

Unfortunately, a mounting feeling against the public 

utilities has been no respecter of persons and the constant 

agitation for lower rates, coupled with the increased ex- 


A T one time during the depression the dividend record 
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pense of operation, has had an adverse effect even upon the 





see 





earnings of operating companies. As. a result, dividends in ' 


certain instances have been reduced, or even passed alto- 
gether. However, the most noteworthy effect of the cur- 
rent political agitation upon utility companies of all kinds 
has been less in the dividends actually reduced, but in the 
uncertainty which now attaches to almost all of them. 
Should the present tendency continue, this uncertainty un- 
doubtedly will be translated into a greater number of actual 
reductions. And this will be the case, though the improve- 
ment in general conditions continue and result in a larger 
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demand for utility service, because at the present time no 






and an operating company. It does not seem as if any 
such distinction can be applied in reality. Some com- 




































































































































































conceivable increase in business volume could be strong 
enough to more than offset the adverse influences in the _ panies, technically holding companies, are as well-managed 
picture. It is to be supposed, of course, that there are and as soundly financed as many a simon pure operating 
4 companies strong enough or sufficiently well situated as to company. To force such holding companies to merge their 
enable them to pass successfully through the difficult times properties might well put small minority interests into a 
v4 ahead, but so far as the common stockholder is concerned _ position of insufferable power. Now that the public 
ne these are likely to be in the minority. utility outlook is dominated by politics, it is to politics that 
: The Federal Government at the present time is purport- the stockholder must look for the safety of the dividends on 
5 ing to make a sharp distinction between a holding company __ which he lives. - 
a 
d a one - 
) *,@ . ege 
. Position of Public Utility Common Stocks 
" a Earned perShare Price Range 
2 Company ——_———_—_—~ ——1934——.. Recent Divi- Yield Market COMMENT 
e 1988 1934E High Low Price dend % Rating 
= American Power & Light......... Nil Nil 124 3 3 C-4 Asa utility holding company, prospects improved but 
: are not rosy. 
American Tel. & Tel............. 5.38 6.85 125% 100% 105 9.00 8.6 B-2 May well continue present unearned dividend, but 
3 political agitation menaces longer term outlook. 
: American Waterworks & El...... 1.22 1.00 2754 1254 13 1.00 7.8 C-3 Has —_ comparatively well, although dividend Is 
t not safe. 
; American & Foreign Power....... Nil Nil 13% 3% 4 ‘ C-4 Outlook obscure. 
: American Gas & Electric......... 1.72 1.60 3334 164% 20 1.00* 5.0 C-3 Regular rate appears reasonably well assured. 
; Associated Gas & Electric “A”.... def def 2% Y% ox C-4 Ultimate future doubtful. 
Brooklyn-Manhattan Transit... . . 7.40a 2.50b 44% 284 39 OTBt ack C-2 Should be able to continue present 75-cent quarterly 
rate. 
Brooklyn Union Gas............. 6.18 4.30 8014 46 49 5.00 10.2 C-2 Dividend hardly safe in view of outlook for rates In 
New York City district. 
ee eee | Nil 44 1% 1% C-4 Prospects beclouded. 
Columbia Gas & Electric......... 0.51 0.35 194% 654 7 C-8 Continues to earn something on the common. May 
do better later. 
Commonwealth Edison........... 4.56 3.80 61144 84% 52 4.00 7.7 C-2 — not safe, although should continue to pay 
something. 
Con. Gas, El. Lt. & Pr. of Balt...... 3.91 4.06 68 4814 54 3.60 6.7 C-1 Shows up unusually well In regard to, rates, earnings, 
dividends and credit standing. 
Consolidated Gas of New York.... 3.32 1.90 473% 184 19 i ee C-2 Future dividends hinge upon the outcome of present 
political developments. 
| ee 4.83 5.40 84 6314 75 4.00 5.3 C-1 Automobile activity beneficial. Dividend seems 
reasonably safe. 
Electric Bond & Share........... 0.44 0.20 2314 6 6 C-4 Outlook uncertain. 
Electric Power & Light........... def def 9% 2% 2% C-4 Deficits continue. 
Hudson & Manhattan........... def def 12% 4 5 C-4 Hit by smaller traffic and less profitable real estate. 
International Tel. & Tel.......... 0.11 0.25 173% 1% 9 C-3 Recently has done somewhat better, but company has 
— a long row to hoe. 
Louisville Gas & El. “A”......... 2.65 2.80 21 12 18 1.50 11.6  C-8 Dividend may be maintained. 
National Power & Light.......... 0.90 0.90 1544 654 7 0.80 11.4 C-3 Earnings hold up relatively well, although present 
4 z dividend Is hardly certain. 
New York Steam................ 2.67 N.E. 38 18 15 C-3 Recently passed dividend. Time ef resumption 
problematical. 
Niagara Hudson Power.......... 0.66 0.60 9% 3 3 C-8 Recently announced proposal for widespread reduction 
In rates upstate. 
Sc er 1.19 0.90 2544 104% 12 1,00 8.3 C-8 Has to contend with political agitation against holding 
companies. Dividend not assured. 
Pacific Gas & Electric........... 1.48 1.25 2314 12% 14 1.50 10.7 C-2 This unearned dividend cannot be considered safe- 
Likely to continue paying something, however. 
A Pacific Lighting. ................ 3.28 2.25 37 2034 22 3.00 13.7 C-2 Downward readjustment of dividend rate likely within 
the not too distant future. 
4 Peoples Gas, Light & Coke....... 2.90 1.00 43% 19% 22 ies Sar C-3  Near-term dividend resumption unlikely. 
§ Public Service of N. J............ 3.26 2.70 45 25 26 2.80 10.8 C-2 Modest reduction in present rate possible. | 
a Southern California Edison....... 1.33 1.00 221% 10% 12 1.50 12.5 C-2 Without higher earnings, company canxot maintain j 
ie present dividend indefinitely. | 
: Standard Gas & Electric......... Nil Nil 17 354 4 C-4 Future obscure. 
Stone & Webster................ Nil Nil 13% 3% 4 C-4 Hampered by large investments in utility holding 
the companies. 
in ' pl ee | 0.17a 8% 2% 2 ae 5% C-3 Most of company’s holdings are under political fire. 
to- United Gas Improvement........ 1.23 1.20 20% 114% 12 1.00 8.3 C-2 Fine record of stable earnings, although dividend is 
ure Op not wholly safe. 
; ds 4 United Light & Power “A”....... Nil Nil 5% 5% 1 C-4 Prospects uncertain. 
he Utilities Power & Light “A”...... Nil Nil 5% 1% 1% C-4 Ultimate outlook beclouded. 
m. VORTCR MARIN S 6 ook sono Sissies 4.18 1.70 66% 2914 32 C-3 Expenses have been rising faster than business. 
a Politics dominate the future. 
al a Year to June 30, ’34. b 6 months to Dec. 31. N.E. No estimate possible. { Paid last quarter—no regular rate. * Plus extras. 
A Actual earnings. 
yer 
er 
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N 1934 the equipment industry extended further the re- 
| covery which became manifest in 1933 and nearly all 

of the principal companies comprising the four major 
divisions of the industry either showed larger earnings or 
were successful in appreciably reducing losses. In fact the 
showing of the industry as a whole last year may be re- 
garded as little short of remarkable—remarkable in that the 
industry has made definite progress notwithstanding the 
fact that aggregate demand for durable, or capital, goods still 
remains severely restricted. Each group, however, was 
favored by special circumstances, partly fortuituous, and 
partly intentional, brought about by special efforts within 
the industry designed to stimulate demand. 

Without in any way minimizing the importance of prog- 
ress already made by the equipment industry toward the 
goal of recovery, the fact remains, however, that with the 
exception of notable records on the part of several com- 
panies, the industry continues essentially one of abundant 
promise and meager performance, comparatively speaking. 
The total volume of new orders last year, while substan- 
tial on a percentage basis, were modest in actual volume 
and considerably lower than normal. It is, however, no 
exaggeration to say that the potentialities have grown al- 
most inversely to the failure of recovery to materialize. In 
fact, the mere passage of time has added to the store of 
latent demand, for the longer new purchases of machinery 
and equipment are postponed, the greater must be the ulti- 
mate market. The forces of wear and tear and obsolescence 
have been in no way vitiated by the depression and in the 
meantime, manufacturers, well provided with working cap- 
ital, have not neglected the fields of research and develop- 
ment. This has been particularly true in the case of the 
railway equipment division. 

Railway equipment manufacturers have concentrated 
their efforts on the development of speedier, more efficient 
and more economical locomotives, freight and passenger 
cars and incidental equipment such as signalling devices and 
brakes. The proven possibilities of cutting down railway 
operating costs through the means of modern and up-to- 
date equipment would seem irresistible to the railroads, 
The flaw, of course, is the restricted earning power and 
finances of the railroad industry, although last year PW A 
loans to the carriers for the purpose of acquiring new 
equipment were a helpful factor. 

During 1934, more than 23,000 new freight cars were 
ordered as compared with less than 1,700 in 1933. More 
than 150 locomotives were ordered as against only 42 the 
previous year, while orders for new passenger cars totalled 
more than 400 as compared with only six in 1933. Last 
year nearly 4,000 passenger cars were air-conditioned and 
the possibilities in this field are regarded as particularly 
promising. The American Railway Association has rec- 
ommended that all freight cars engaging in interchange 
trafhc be equipped with the new AB brakes, by January 1, 
1945. While many of the 2,000,000 freight cars now in 
service will be retired before the expiration of this ten-year 
period, there is a large potential demand for this new type 
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Prospect Brightens for Equipments 


Business Equipment and Agricultural Im- 
plements Should Gain in Coming Months 









of braking equipment. It is possible also that many roads 
may prefer to purchase new freight cars rather than incur 
the expense of equipping the old ones. Signalling equip- 
ment has been improved and made less costly and more 
efficient and manufacturers in this group have developed 
numerous safety devices, train control systems and car 
retarders. In so many words, the railroad equipment 
now being offered is so vastly superior to much of that 
currently in use that its purchase becomes virtually an 
economic necessity. While real revival of the industry must 
await clarification of the general railroad situation, all of 
the leading companies are amply financed and able to with- 
stand a further protracted period of restricted demand. 
For the present, at least, there is likely to be but few 
dividend changes in this group. 

Reflecting the combined effects of huge relief, rental and 
benefit payments and higher farm prices, it is estimated 
that sales of agricultural machinery and equipment in- 
creased 60% last year and aggregated upwards of $192,- 
000,000. On the basis of government statistics, 1935 will 
produce a comparable, if not greater, increase. It is gen- 
erally conceded that aggregate farm income last year gained 
more than a billion dollars, marking the second successive 
year in which there has been a significant gain in farm pur- 
chasing power. Yet reliable figures show that equipment 
purchases have been considerably less than normal, with’ 
out any evidence, however, that the farmer has abandoned 
power farming. During the depression the outlay for the 
operation of farm equipment declined less than 25%, 
whereas purchases of such equipment declined 80%. 

It must be said, on the other hand, that the farmer ap- 
parently has taken advantage of higher income to get him- 
self out of debt. This has been reflected in a very sub 
stantial reduction in the amount of receivables of the rep- 
resentative equipment manufacturers during the past year. 
From all indications, 1935 promises to be one of the best 
years which the industry has enjoyed since 1929, although 
much in the way of favorable dividend developments on 
the shares in this group is unlikely prior to 1936. 

The urge to save on higher wage costs, expanding retail 
trade and necessituous replacement demand have all com- 
bined to give the business equipment companies a much 
brighter outlook. With general business struggling to 
emerge from the depression but harassed by rising costs, 
equipment manufacturers promptly placed extra emphasis 
on the value of labor-saving devices and equipment, which 
would do more work in less time. Much obsolete and in 
efficient ofce equipment is still in use and demand from 
this source may be counted upon as a potent factor, gather 
ing force in proportion to the further recovery of general 
business. Normally, the business equipment industry sells 
about one-third of its output abroad and foreign sales in 
the past have accounted for around 50% of profits, 
largely because of the wider margin on this business. Re- 
cently sales abroad have been averaging 40% of the 1929 
peak, aided by dollar devalution. Although the uncer’ 
tainties of the foreign situation tend to obscure 
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diate export prospect, possibilities in this direction are al- 
most unlimited and will be dissipated only by the unlikely 
event of complete nationalization. 


The business equipment industry has weathered the de- 


distinctly sound financial position. 
panies have paid dividends continuously through the de- 
pression, while in the case of others, a strong balance sheet 
position suggests that stockholders will not have long to 
wait for dividends. 
Due to the comparative lack of homogeneity in the ma- 


pression in a commendable fashion and is currently in a 


A number of com- 





chinery and electrical equipment group, any forecast ot 
the prospects must be qualified to the extent of admitting 
that each company is subject to different conditions and 
must be considered individually on its merits. By and 
large the past year was one of improvement for these com- 
panies; orders were larger, substantially so in some instances; 
finances were strengthened; and the current outlook is not 


without favorable implications. 
statement which would apply to all of them: no material 
improvement in present dividend status is likely until 
general recovery has assumed more dynamic proportions. 
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Company 


American Brake Shoe & Fadry. Te 


American Car & Foundry........_ 


American Locomotive......... Sica © 


American Steel Foundries........ 


Baldwin Locomotive............. 


General Amer. Transpo 


General Rwy. Signal... 


‘ See 





Position of Leading Equipment Stocks 






































N. Y. Air Brake 








Union Tank Car.............0... 


Westinghouse Air Brake......... 





Burroughs Adding Machine 





Railroad 
Earnings Per — Price Range ieee EE i. ee Ze 
-——Share——. ——-—1934—. Recent Divi- G Market COMMENTS 
1933 1934(e) High Low Price dend “Yield Rating E 
0.53 1.00 38 19% 27 0.80 3.0 C-2 Substantial earnings not imminent but strong financial 
position assures dividend. 

Nil Nil 33% 12 18 C-3 Finances well tonserved and activities diversified, 
tite a 7 but dividends still some time away. 

Nil Nil 3834 14% 18 C-3 - Losses last year should be materially lower, but shares 

J ad continue In long term category. 

Nil 0.10 2614 10% 17 C-3 Revival of railroad buying of equipment prime factor 

at at ee ee ; In further earnings recovery. 

Nil Nil 16 4% 6 C-3 Substantial erders booked but working capital re- 
Fe A e ey et Sra Sea stricted. Shares have some speculative promise. 
2.51 3.00 435¢ 30 37 1.75 4.7 C-2 Good coverage for dividends and faverable prospects 

ee on ese ___ suggest prebable increase to $2. 

Nil Nil 4534 23! 26 1.00 3.9 C-2 Payment of unearned dividends warranted by strong 

Paes ___ financial position. 

Nil 0.40 2834 11), 25 C-2 Longer tern. prospects excellent. Shares have specu- 

ie lative promise. 

Nil 0.75 59% 3514 50 3.00 6.0 C-2 Marked imorovement In earnings plus strong treasury 

rs position alds security of dividends. 
0.99 1.25 2534 155% 25 1.20 4.8 C-2 Stable earn and amole fiquid resources give 
2 adequate dividend oretection. 
Nil 0.10 36 157% 24 0.50 2.0 C-2 Payment of unearned dividends no strain en substan- 





International Bus. Machines 


tial working capital. 








Diversified products have alded earnings recovery. 




















Allis-Chalmers Mfg... .. 





Amer. Machine & Fdry......... 





Chicago Pneumatic Tool.......... 





Caterpillar Tractor 





Fairbanks, Morse & Co 





Foster Wheeler Corp... . 





General Electric 


Ingersoll-Rand....... 
National Supply..... . 


Westinghouse Electric 


Worthington Pumo & Mach 











































































































(e) Estimated. (A) Yr. ended Mar. 31, 1934. 






* Plus extras. (B) Actual ", 





0.27 0.60 19%; 10% 15 0.60 4.0 £B-2 
ahaee, _ Finances strong; dividend secure. 
8.16 9.40 104 131 152 6.09* 4.0 B-1 Outstanding earnings record places shares In invest- 
— ment category. Could pay mere. 
Nil 1.00 23% 12 16% 0.50 3.0 B-2 Recent recov in earnings should continue this 
a -~ od year. Modest increase In divi possibl 
0.01(A) 0.50 18 % 6 10 B-2 = Earnings — sharp revival. Dividend resump- 
a aS tion on pfds. likely. Common attractive speculation. 
_1.99 8.25 58% 36 57 2.00 3.5 B-1 Finances and earnings would permit larger dividend. 
Agricultural 
Nil—s«sNil”—(iésé3'G8, 8; 55 C-3 Cash position strengthened. Current prospects lend 
See Cees nae ee a Interesting speculative possibilities. 
Nil Nil 3414 1014 27 C-3 Modest capitaiization presages rapid rise In oer share 
ied SP ey Deicomei avail eee results with revival of industry. ; 
Nil Nil 467< 2314 40 0.60 C-2 Leading comnany in field; faces improved prospects. 
i ta in a dont nerd 
Machinery and Electrical Equipment 
Nil Ni 233; 103; 16 ~.... C= Shares essentially a long pull medium denendent 
ae a upon revival of cavital goods d 
0.95 1.20 2354 123% 21 0.80* 4.0 C-2 Earnings fairly stable and finances permit liberal 
a il dividend policy. 
Nil Nil 9% 856 614 : C-3 Earnings have improved but accumulated dividends on 
- ; = preferred place common in long term category. 
0.16 1.94(B) 3834 23 38 1.00* 2.6 C-2 Company has made strong comeback and faces prom- 
. Ising future. Further extras indicated. 
Nil Nil 1834 7 19 C-3 Dividends not imminent but Diesel engines suggest 
I a POE ee 300 dynamic possibilities. 
Nil Nil 22 84 1514 C-3 Orders up; finances sound. Shares not without 
: a. a soeculative interest. 
0.38 .60 2514 16% 23 0.60 2.6 C-2 Retirement of special stock strengthens common 
equity. Modest increase in divid possible. 
0.01 2.00 7334 4916 66 2.00* 3.3 C-2 Strong finances permit liberal dividend policy. 
Nil Nil 21); 10 12 C-3 a smaller last year, but dividend prospects rather 
obscure. 
Nil Nil 47%°«8281%~—~CSSti(Citi‘CSs:S . .. C-2 Orders up neerly 50% last year. Dividends not im- 
Cis he minent but shares have long term merit. 
Nil Nil 3175 1314 18 C-3 


— not in sight. Shares essentially specula- 
tive. bee 
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There is perhaps one 




















Changing Investment Trends 


As Revealed by Portfolio Changes 
Among Leading Investment Trusts 


By Warp GaTEs 








N this country we seem 
usually to be either too 
optimistic or too pessi- 
mistic. Nothing could better 
illustrate the paradoxical ex- 
tremes of public sentiment 
than the market appraisal of 
the investment trusts in re- 


cent years, 
Everyone will remember 
the frantic eagerness with 


which any new stock issue 
labeled “investment trust” was 
snapped up in those roseate 
months of 1929. The bidding 
up of market prices of these 
unseasoned flotations, indeed, 
can be seen in retrospect to 


As an indication of the changes in the pros- 
pect of various industries and companies and 
of the corresponding shift in investment selec- 
tions, it is interesting to note that only two of 
the stocks among the ten most popular in trust 
portfolios today were among the ten most 
popular a year ago—J. C. Penney and Stand- 
ard Oil of New Jersey. Whereas the favored 
group a year ago contained three utilities and 
one railroad, neither rails nor utilities are 
among the first ten today. 


stock investments. Most other 
instances of broad appreciation 
can be put down as “special 
situations” — usually directly 
related to dynamic earnings 
improvement — and thus de- 
tectable only on inside infor- 
mation or shrewd judgement. 

The purpose of this article 
is to review briefly the results 
accomplished by such leading 
trusts as have thus far issued 
their 1934 reports revealing 
portfolio changes. In the light 
of today’s market, how wise 
were their purchases and sales? 

The first thing that stands 
out is precisely what one 





have been the crowning ab- 


would expect, human nature 





surdity of the speculative era. 

Stocks were at a high level but over 
and above that level buyers in great 
numbers were willing to pay a premi- 
um of 25%, 50% or what have you 
for investment trust management. To- 
day the pendulum has swung so far the 
other way that many such issues sell 
for substantially less than the actual 
market values behind them, which 
means that management is selling at a 
discount. 


Management at Discount 


A typical example is Lehman Corp., 
one of the strongest and best managed 
trusts. Its common stock was publicly 
offered at $104 a share in September, 
1929, at the virtual peak of the big- 
gest bull market in our history; and 
was quickly bid up in the market to 
$136, long before its management util- 
ized the funds placed in its hands. 

Today this stock sells around $70 
a share, although the asset value be- 
hind it, as of January 1, was $88.36. 
On the whole, this record is outstand- 
ing. The deficiency in asset value per 
share under the $104 per share paid in 
to this trust is only $16. Considering 
the much greater difference between 
today’s general price level and that of 
1929, it would seem that this manage- 
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ment is worth some premium, rather 
than a discount; even if by no means 
worth the speculative premium placed 
upon it in 1929. 

No year since 1929 has offered a 
more valid test of investment trust 
management than the year 1934. The 
general trend of the market was less 
clearly defined than in any year since 
the majority of trusts were organized. 
Some stocks enjoyed broad apprecia- 
tion during the year, but as many went 
down and still more did very little 
either way. In some instances issues 
which would seem to be responsive to 
the same general influences moved in 
opposite directions. 

Among the highly favored chemical 
group, for example, Air Reduction 
went up, while Allied Chemical went 
down and there was no important 
change either way in du Pont, Union 
Carbide and Mathieson Alkali. On 
the other hand, the year was a clearly 
disastrous one for public utility stocks 
and not much better for rails. 

In short, there was little of the ob- 
vious in the 1934 market. The only 
generality applicable to it was that 
stocks with soundly secured dividends 
tended to advance. This naturally 
helped such investment trusts as lean 
heavily to conservatism in common 


being what it is—namely, that 
the operations under review show a 
very wide diversity of opinion, not 
only as to the position of industries 
but of the merit or lack of merit in 
individual issues. For this reason, few 
conclusions can be drawn and the easi- 
est procedure is to examine the records 
of individual trusts. 

That of the Lehman Corp. is espe’ 
cially interesting, showing both changes 
in aggregate value of holdings during 
1934 and changes in the common stock 
portfolio between June 30, 1934, and 
the close of the year. All securities 
held were worth $51,318,501 at the 
end of 1933 and $57,978,233 at the 
close of 1934, cash holdings being but 
a trifle changed between the two 
periods. 


Eight Per Cent Over Averages 


This is an appreciation of nearly 
13% during a year in which the Dow 
Jones industrial “average” advanced 
approximately 5%. With industrial 
shares making up by far the greatest 
portion of its holdings, the company’s 
management must be given credit for 
doing somewhat better than the 
market. 

On the other hand, issue for issue, 
the largest profit opportunities in 1934 
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were in preferred stocks and in second 
grade bonds. Other than Government 
bonds, Lehman had an investment of 
less than $8,000,000 in bonds and pre- 
ferred stocks at the end of 1934, an 
increase of nearly $1,500,000 in six 
months; but comparing with invest- 
ment of $43,568,172 in common stocks. 

For another point of comparison, the 
writer has checked off twenty-five com- 
mon stocks which scored notably broad 
gains during 1934. The Lehman Corp. 
held seven of these stocks, although in 
two the investment was small. On the 
other hand, its total representation cov- 
ered 111 stocks. The seven favored 
issues were Commercial Investment 
Trust, Eastman Kodak, of which it 
bought 500 shares between June 30 
and December 31; Jewel Tea, United 
States Smelting, Underwood-Elliott- 
Fisher, Liggett & Myers “B” and Na- 
tional Lead, of which it bought 300 
shares during the period covered. 

In number of points, the largest 
gains made in common stocks listed on 
the New York Stock Exchange in 1934 
were in Coco-Cola, Spiegel-May-Stern, 
Homestake Mining, Wright Aero and 
General Cigar, in the order named. 
None of these was held by Lehman 
Corp. 

Among public utilities, the company 
between June 30 and December 31 in- 
creased its holdings in American Gas 
Electric, bought 5,100 shares of Co- 
lumbia Gas & Electric, bought 2,500 
Commonwealth Edison, bought 2,000 
Consolidated Gas, increased holdings 
of International Telephone from 20,- 
000 to 21,000 shares, bought 5,000 
shares on North American, bought 
3,000 United Gas Improvement. It 
sold a small lot of Pacific Telephone & 
Telegraph and reduced holdings of 
Western Union. It need hardly be 
said that if there is any profit in this 
substantial stake in utilities it is for 
the future to develop. 


Some Rails Favored 


Among rails holdings were increased 
in Atchison by 3,000 shares to 8,000, 
3,900 Chesapeake Corp. were pur- 
chased; and holdings in Pennsylvania, 
Southern Pacific and Texas & Pacific 
were increased. Holdings were reduced 
in Southern Railway and Union 
Pacific. 

Holdings were increased in such oils 
as Amerada, Atlantic Refining, Conti- 
nental, Simms, Socony-Vacuum, Stand- 
ard of California, South Penn, Shell 
Union, and decreased in Gulf Oil and 
Texas Corp. 

The stake in chemicals was increased 
in Union Carbide, Dow Chemical and 
Atlas Powder; and: slightly reduced in 
Air Reduction and Monsanto. Allied 
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Chemical, du Pont and Mathieson are 
not on the list. Holdings in gold stocks 
were cut down during the six months. 
Among liquors, the company bought 
11,000 Schenley and reduced its stake 
in National Distillers from 8,000 to 
6,600. 

Holdings of General Motors were 
increased by 7,100 shares and in Chrys- 
ler by 7,600. Motor accessory stocks 
are conspicuously missing, including 
Briggs Manufacturing which doubled 
during the year. In the building group 
representation was increased in Sher- 
win-Williams and United States Gyp- 
sum. Both in this industry and in steel 
the stake is very light. In electrical 
equipments, holdings in General Elec- 
tric were reduced slightly while those 
in Westinghouse were increased 1,200 
to a total of 12,900. 

On balance, the tin container and 
most food stocks were favored, addi- 
tions being made to holdings of Ameri- 








Ten stocks most popular with 
first five investment trusts to re- 
port portfolio changes: 

Allied Chemical 

Continental Oil 

Kennecott Copper 

Loew’s, Inc. 

Montgomery Ward 

National Steel 

J. C. Penney 

Pullman 

Standard Oil of New Jersey 

Swift & Co. 








can Can, Continental Can, American 
Sugar, Corn Products, General Mills 
and United Fruit. On the other hand, 
the stake in National Dairy and in 
Swift & Co. was reduced substantially. 

Holdings in Montgomery Ward and 
Sears, Roebuck were increased during 
the six months, but reduced in virtu- 
ally all other merchandising issues. 
Other interesting sales were in Bald- 
win Locomotive, Collins & Aikman, 
Douglas Aircraft, Industrial Rayon, 
Lorillard, Reynolds Tobacco, Reming- 
ton Rand and Sterling Products. 

Among the miscellaneous issues fa- 
vored with purchases or additions 
were American Locomotive, American 
Metal, American Smelting, Boeing Air- 
plane, Congoleum Nairn, Deere & Co., 
General Asphalt, Loew’s, Inc., Pull- 
man, Timken Roller Bearing and 
United Aircraft. 


The report of General American In- 
vestors shows that during the year 
1934 it bought no rails, held 13,000 
shares Texas & Pacific intact and re- 
duced or eliminated all other rail hold- 
ings. It saw eye to eye with Lehman 
Corp., however, in adding to utilities, 
notably American Gas & Electric, 
North American and Commonwealth 
Edison. 

Among oils it added to Humble, 
Gulf, Pure Oil and Tidewater, but 
sold Amerada, Consolidated, Conti- 
nental, Standard of California, Stand- 
ard of New Jersey and Texas Corp. 
In chemicals it reduced its stake in 
Allied Chemical and du Pont. 

Other holdings sold or reduced in- 
cluded American Sugar, American 
Radiator, Corn Products, General 
Mills, Goodyear, Great Western 
Sugar, International Harvester, Inter- 
national Nickel, South Porto Rico 
Sugar, Sterling Products. 

Issues regarded with favor during 
the year included American Metal, 
Associated Drygoods, Caterpillar Trac- 
tor, Deere & Co., Dome Mines, Doug- 
las Aircraft, Howe Sound, Kennecott 
Copper, Lakeshore Mines, Loew’s, 
McIntyre Porcupine, Montgomery 
Ward, National Distillers, Mesta Ma- 
chine, J. C. Penney, Swift & Co., and 
United Fruit. 


Changes in American International 


During the year American Interna- 
tional cut down heavily its holdings in 
utilities, rails, sugars and tobaccos, but 
with some interesting exceptions in 
rails, including substantial purchases in 
Atchison, Northern Pacific, New York 
Central and Southern Railway. 

Purchases included Air Reduction, 
Allied Chemical, Amerada, American 
Radiator, Anaconda Copper, Best, 
California Packing, Chrysler, Commer- 
cial Investment Trust, Congoleum, 
Continental Can, Continental Oil, 
General Motors, Humble Oil, Kenne- 
cott, Libby-Owens-Ford, J. C. Penney, 
Pullman, Socony-Vacuum, Standard 
Oil of California, Standard Oil of 
New Jersey, Underwood-Elliott-Fisher, 
United Fruit, Union Carbide and 
United States Steel. 

Selected American Shares between 
June 30 and November 30, 1934, sold 
out or reduced utilities and drugs, as 
well as Borden, Corn Products, Wool- 
worth and Standard Oil of New Jersey. 
Purchases included Continental Oil, 
Hercules Powder, Homestake, Johns- 
Manville, Noranda Mines, Republic 
Steel, Servel, United States Smelting, 
Goodyear, Industrial Rayon, Kenne- 
cott, Otis Elevator, Swift Internation- 
al, Commercial Solvents, Inland Steel, 

(Please turn to page 470) 
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THE INTERNATIONAL NICKEL CO. OF CANADA, LTD. 





ICKEL—remarkable metal. Al- 

loyed in quantities as small as 

one-half of one per cent, it 
changes the character of steel, impart- 
ing to the commoner metal strength and 
toughness. Put in a little more nickel 
and perhaps a little chromium and one 
has entered that broad field of “stain- 
less” steels. Alloy nickel with copper 
in a ratio of about two parts nickel to 
one of copper and there results a beau- 
tiful silver-like metal, as strong as many 
steels and possessing a rare immunity to 
corrosion. Nor must simon pure nickel 
be forgotten: while not as important as 
its alloys, this is extensively used for 
coinage, in the radio and electrical in- 
dustries, and in chemicals and foods 
where it is desired that there should be 
no corrosion nor contamination. 

Yes, nickel is a remarkable metal. 
And, as about ninety per cent of the 
world’s production is in the hands of 
one company—The International Nick- 


Nickel’s Earnings Hinge 


on Copper 


Increasing Use of Alloys Favors 


Company Dominating Its Field 


By Georce W. Martuis 


the Eighteenth Century, German and 
Swedish ores, apparently rich in cop- 
per, yielded something very different 
when smelted in the conventional man- 
ner. So, on the theory that “Old Nick” 
had bewitched the material, it was 
given the name kupter-nickel.) Thus, 
an Old World difficulty cropped up 
again in the new. However, in 1902 
there were two American companies 
employing processes for refining nickel 
and what more logical than that a 
company with all the ore in the world 
and no way to purify it should pool 
resources with others which, although 
they owned little if any ore, knew what 
to do with it when they got it. 

The business which is The Interna- 
tional Nickel Co. of Canada, Ltd. real- 
ly dates from the time of this merger, 
although the present corporation dates 
only from 1916. For years it was 
solely an operating company, control 
being American and resting with the 


International Nickel Co. (New Jersey). 

During the War how the producers 
of nickel prospered! Battleships were 
clad with nickel-steel armor plate. Mil 
lions of men fired millions of nickel- 
clad bullets with the hope of punctur- 
ing one another. A pound of nickel 
produced was a pound of nickel sold. 
It was as good as gold mining today 
with a world gone currency crazy: bet- 
ter perhaps, for an ounce of gold is 
with us always, whereas an ounce of 
nickel ejected from a gun is an ounce 
of nickel gone forever. What a busi 
ness! 

Fortunately for most, although un- 
fortunately in some respects for Inter- 
national Nickel, the war came to a halt. 
Down went the demand for nickel like 
a plummet: it whizzed past the ground 
floor like a broken elevator and ended 
a wreck in the sub-sub-basement. Thus, 
ended for International Nickel one 
phase of its existence. It might well 
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ever known. ‘Today, the automobile 
industry is the most important outlet 
for nickel and, incidentally, it is the 
pick-up in automobile production over 
the past year or two that has been one 
of the principal factors in International 
Nickel’s better showing. 

Following the automobile indus- 
try’s demand for nickel for plating 
and alloy steels, which accounts 
about 20% of the total, nickel-sil- 
yer and nickel-copper alloys with 
their multitudinous uses are the 
next most important source of de- 
mand. Then comes pure nickel in 
rods, strips, wire and tubes, ac- 
counting for about 17% of the 
total, used by the electrical and 
chemical industries and for coin- 
age. In fourth place are alloy and 
stainless steels with about 15% of 
the total demand. The remaining 
30% or so finds its way into plat- 
ing, into “Monel Metal” (of which 
more later) into alloy cast iron, in- 
to nickel-brasses, nickel-bronzes, 
nickel-aluminum alloys, white gold, 
and into heat resistant and elec- 
trical alloys. Nickel going into 
armaments is not individually clas- 
siied, but it is probably a fair 
enough guess to say that not more 
than 5% would fall into this cate- 
gory even if it were. Such, is no 
small change in the sources of de- 


mand compared with wartime 
days. 
International Nickel’s mining 


properties lie in the Sudbury dis- 
trict of Ontario. This is between 
two and three hundred miles due 
north of Toronto and a few miles 
southwest of Cobalt which over 
the past year or two has been the 
scene of quite sensational mining 


activity. There are a number of 
mines on Nickel’s 100,000-acre 
property, of which only the 


Creighton and the Frood are active 
at the present time. However, the 
Garson and the Levack are fully 
equipped to start up at any time— 
in much the same manner as a pub- 
lic utility’s standby plants can be 
switched on the line in the event 
of an exceptional load or damage 
to the main station. 

Having mined the ore, it goes 
through a concentrator and smelter 
located at Copper Cliff. It emerg- 
es in the form of bessemer matte 
and blister copper. The blister 
Copper moves on to the plant of 
the Ontario Refining Co., Ltd. (also at 
Copper Cliff and 68% owned by In- 
ternational Nickel) and comes out as 
refined electrolytic copper. The bes- 
semer matte is sent down to Port Col- 
borne on the Welland Canal and there 


resmelted, following which it is re- 
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fined by elctrolysis to yield pure nickel. 

On the other hand, if it is Monel 
Metal that the company desires rather 
than pure copper and pure nickel, it 
goes to much less trouble. In the 


Creighton mine there is an ore deposit 





Nesmith Photo, 


Prior to 1918 nickel went mainly into arma- 
ments—-since, its use as an alloy in steel has 
expanded mightily and the automobile indus- 


try is now the principal consumer. 





Courtesy, White Motor. 


that contains approximately twice as 
much nickel as copper, instead of the 
usual run of ore which is twice as much 
copper as nickel. This special ore is 
processed and everything but the nickel 
and copper removed and: lo, here is 
Monel Metal, alloyed by Providence 





rather than mere man, as it were. 
Much of the Monel Metal finds its 

way to the company’s own rolling mill 

at Huntington, W. Va., or to its own 

foundry at Bayonne, N. J., eventually 

ending up as kitchen sinks, hot-water 
' boilers, propellers and whatnot. 

The picture of International 
Nickel’s business, however, is not 
yet complete. Back in 1928 there 
was another important nickel com- 
pany—Mond Nickel Co., Ltd. 
The latter’s mines adjoined Inter- 
national’s: indeed, they overlapped, 
for Mond owned part of the great 
Frood deposit. Where then was 
the sense in building two plants to 
work the same mine? There wasn’t 
any, so the two merged. The 
merger was a big corporate shuf- 
fle. International Nickel (New 
Jersey) the holding company, dis- 
appeared. International Nickel 
(Canada) split its stock six-for-one 
and swapped the new stock share- 
for-share with Mond Nickel. 

The consolidation brought to In- 
ternational Nickel a productive 
capacity about 20% as great as its 
own and a number of refineries, 
rolling mills and other plants in 
England, Scotland and Wales. 
More important still, it gave to In- 
ternational its present strangle hold 
on nickel. Not that this strangle 
hold has done a great deal of 
strangling, but there is no gain- 
saying these facts (1) Nickel is an 
indispensable metal (2) Interna- 
tional controls 90% of the world’s 
producing capacity and (3) the 
price has remained at 35 cents a 
pound through boom time and ad- 
versity for nearly ten years. (Big 
users are said to be able to obtain 
the metal for somewhat less than 
35 cents, but the discount that they 
obtain today is neither more nor 
less than the discount they have 
been obtaining for years.) Apart 
from the fact that such price stabil- 
ity is prima facie evidence of 
monopolistic characteristics, it 
might be noted in passing that it 
certainly makes for a simplified in- 
ventory problem for both Interna- 
tional and its large customers. 

So far, The International Nickel 
Co. of Canada, Ltd. has been 
treated as if it were interested al- 
most exclusively in nickel. Yet, 
this is far from being true—a 
point that it is most essential to 

realize. The company produces nearly 
twice as much copper as nickel and also 
important quantities of gold, silver and 
platinum. No figures are available as 
yet for 1934, but in 1933 the company 
sold 74,356,969 pounds of nickel, 
113,682,312 pounds of copper, 21,355: 
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ounces of gold, 876,303 ounces of sil- 
ver and 77,198 ounces of metal of 
the platinum family. In November, 
1934, Robert C. Stanley, the com- 
pany’s president, stated that cop- 
per production was running at the 
rate of more than 200,000,000 pounds 
a year and that approximately two 
pounds of copper were being extracted 
for every pound of nickel. 

Now, in order to put International 
Nickel’s diversified production in its 
true perspective, let us make an esti- 
mate or two and an assumption or two. 
Here, they are in the following table: 


Est. Gross 

Est. 1934 sales Receipts 
90,000,000 ibs. nickel as such........ $28,000,000 
180,000,000 Ibs. copper as such....... 13,000,000 
10,000,000 Ibs. Monel Metal......... 5,000,000 
Mt a ets ee eee 1,500,000 
RR ecehs sche es beni sscduedoe 500,000 
EE Te eT re 3,000,000 


This table is not necessarily of great 
accuracy, but it is accurate enough to 
bring out the point that metals other 
than nickel are almost as important to 
International as that from which it de- 
rives its name. A variation as small 
as one cent a pound in the annual aver- 
age price of copper, for example, means 
a change of almost $2,000,000 in the 
Profit and Loss Account. On 14,584,- 
000 shares of common stock this is 
about 14 cents a share. 


Consumption Trend Up 


Copper is the great variable in the 
picture. With general business on the 
mend, nickel consumption may be ex- 
pected to increase, if not sensationally, 
at least materially. The chart accom- 
panying shows the trend. Internation- 
al Nickel will obtain all of such an in- 
crease, for past history shows that any 
variation in world nickel consumption 
is reflected almost 100% in the affairs 
of this company. This means that the 
small producers of nickel go on selling 
all they can produce in both good times 
and bad while it is naturally the big 
seller who suffers most in depression 
and reaps the greatest benefit when the 
situation changes for the better. Now 
consider price: the price of nickel has 
been stable so long that there is not the 
slightest present likelihood of its being 
changed. What has been said of nickel 
applies with even greater force to gold 
and somewhat less markedly to silver 
and platinum. This leaves only copper. 

International Nickel’s copper produc- 
tion depends upon the demand for nick- 
el and will continue to so depend except 
in the most unlikely event that the 
price of copper went so high that it 
would pay to mine it for itself and 
consider nickel as a mere by-product. 
Under present conditions, therefore, the 
outlook is for a moderate increased 
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copper production. This copper must 
be sold in world markets, moving nak- 
edly right into the teeth of an icy com- 
petitive blast from South African, 
South American and even American 
copper. Currently, International Nick- 
el is selling its copper around 634 cents 
a pound, delivered at European ports— 
a price which is 244 cents a pound 
under the American “Blue Eagle” fig- 
ure of 9 cents. 


The Copper Factor 


In one sense—because, as has been 
said, it is the greatest variable in the 
picture—International Nickel Co. of 
Canada is more a copper company than 
a nickel company, making it worth- 
while to pause a moment and glance at 
copper’s statistical position. World 
stocks of refined copper last January 1 
were reported to be 988,500,000 
pounds with North and South Amer- 
ican holdings between them about 746,- 
500,000 pounds. Over the year, this 
represents a reduction in North and 
South American stocks of 312,000,000 
pounds and an increase in outside 
stocks of 7,000,000 pounds. World 
consumption last year was something 
in excess of 3,000,000,000 pounds, a 
gain of about 40% over the consump- 
tion of 1933. 

The general copper picture there- 
fore may be said to have brightened 
somewhat. From the point of view of 
the foreign producer, however, it would 
be the brighter still except for the fact 
that the American market, which is the 
greatest single outlet, is closed by a 4- 
cent tariff. At the same time, while 
closed to imports by the tariff, the 
American market still is very much 
open when it comes to exports and 
with these the foreign producer still 
has to compete. Moreover, out-and- 
out copper producers generally are op- 
erating far below capacity, so that any 
material increase in the world price for 
the metal might well be followed by 
such an increase in production as to 
immediately cause a reduction in the 
quotation. 

About the only development, it 
would seem, that could materially and 
for any length of time raise world cop- 
per prices is some kind of production 
agreement, properly enforced. This 
has been tried before. There is talk of 
trying it again. It has been tried, and 
the world is still trying, with a dozen 
other commodities and there still lacks 
a successful precedent. Thus, the pros- 
pect of an increase in the world price 
of copper cannot be said to be bright. 
Of course, should the American tariff, 
which expires next June 30 not be re- 
newed it might result in a price some- 
where between the then existing world 


price and the American 9-cents-q- 


pound level. Even this, however, jg 
problematical and, should it occur, 
might be of short duration. 

On the other hand, a sharp drop, 
say a cent or more a pound, in the 
world price of copper does not appear 
to be a development that should be 
particularly feared. Irregular as it may 
be, general business abroad continues 
to improve. Copper consumption jg 
up and may well go higher before the 
end of the year is seen. This should 
be an important supporting influence 
on the price and tend to offset a con 
tinuance of the cut-throat tactics of 
foreign producers. 


Earnings Outlook 


Translating these conclusions into 
terms of International Nickel’s common 
stock, it means that nothing sensational 
is likely to happen to per share earn 
ings this year. For the first nine months 
of 1934, the company reported, after 
preferred dividends, earnings of 86 
cents a share on the common. For the 
full year 1934 about $1.20 will be re- 
ported. For 1935 the expected in- 
crease in output, coupled with the rela- 
tive stability in selling prices that is 
anticipated, should lift this showing to 
the neighborhood of $1.75—perhaps 
even $2, but this is probably optimistic. 

It is naturally understood that ,this 
estimate would have to be revised 
should the price of copper change ma- 
terially. Also, revision would have to 
be made in the event of another up 
heaval in world currencies. But from 
all that can possibly be known now, 
$1.75 appears a fair guess. The next 
step: does it make a stock selling at $23 
a share worth the money? 

Certainly, it does not place Interna: 
tional Nickel common on the bargain 
counter. After all, the $1.75 is not 
actually being made, but is prospective: 
$1.20 or so a share is all that will be 
shown for 1934. Paying dividends at 
the rate of 60 cents a share annually, 
concrete evidence that next year’s ex’ 
pectations are to materialize might re- 
sult in the establishment of a dividend 
rate between $1 and $1.20. If the 
former, the yield on the capital invested 
would be approximately 4.3% and if 
the latter approximately 5.2%. But 
this is not a great return and certainly 
no more can be expected this year. 

There are, however, other consider’ 
ations, justifying an appraisal tending 
towards the liberal. Remember, the 
company has just finished spending mil 
lions of dollars to develop the Frood 
property. The mine has proved to be 
one of the world’s really great ore 
bodies and the reserves are incalculable. 

(Please turn to page 474) 
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Profit Prospects in Companies With Small 
Number of Outstanding Shares 
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General Refractories Co. 


HE advantages of a small 
stock capitalization in a 
period of general recovery 
are well demonstrated in the case 
of General Refractories Co. In 
the first nine months of 1933, the 
company earned 16 cents a share 
on the 250,206 shares of common 
stock then outstanding, although 


Given a favorable industrial trend ings has 
and a soundly managed enterprise, 
more rapid appreciation will take place 
when the number of outstanding shares 
is relatively small than when the num- 
ber of shares is up in the millions. 


to surmount a serious problem. 

With the improvement in earn- 
come a_ substantial 
strengthening in the company’s 
finances. In fact, so much so as to 
lend no little credence to the ru- 
mors that consideration is to be 
given to the refunding of the 
bonds, now outstanding in the 
amount of $4,700,000. With 
nearly $1,000,000 in cash and with 





total profits amounted to only $40,- 


earnings registering marked im- 





400. In the same months last year, 

profits rose to $501,041 and were equivalent to $1.58 a 
share on 317,739 shares of common stock. For the full 
1934 year, the shares probably did not fall far short of 
earning $2. 

General Refractories is the second largest company en- 
gaging in the manufacture of fire brick and other heat- 
resisting materials used for lining furnaces, coke ovens, 
boilers, refining retorts, etc. The nature of the company’s 
activities is such that they depend-heavily upon replacement 
demand, which in turn is governed by the output of the 
principal users of refractory materials. As a result in 1932, 
at the depth of the depression, sales fell to the lowest level 
in years and the company suffered an operating loss of 
nearly $500,000, and a net loss of about $1,000,000. 

Notwithstanding the fact that this drastic decline in 
profits came in the wake 
of net income totalling 
$236,800 in 1931, $2,- 
136,000 in 1930 and 
over $2,500,000 in 1929 
—the peak of a five-year 
uptrend — the company 
was ill prepared to meet 
a $5,000,000 maturity of 
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and heroic measures 
were called for. The 
situation was met by of- 
fering a new issue of 
first mortgage 6% cumu- 
lative income bonds in 
exchange for the notes 
and some $320,000 of bank loans. Each bond, in addition to 
being a first mortgage on all of the company’s property, 
carried a non-detachable warrant entitling holders of each 
$1,000 bond to purchase at $5 each, voting trust certificates 
for 40 shares of stock at any time during the life of the 
bonds. The mortgage indenture stipulated that no divi- 
dends could be paid on the common stock while any of 
the bonds remained outstanding. As a result of these 
various features, the bonds were acceptable to the 
holders of maturing notes and the company was able 
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provement, it is altogether likely 
something definite in this connection will be forthcom- 
ing in the near future. Such a move would be subject 
to constructive interpretation from the standpoint of com- 
mon stockholders, inasmuch as it would doubtless be fol- 
lowed by the payment of at least a modest dividend. At 
recent quotations around 19, the shares are reasonably 
appraised, and given further improvement in the basic 
industries this year, another substantial increase in the 
company’s earnings is readily conceivable. 


McCall Corp. 


At the peak of the company’s earnings in 1929, McCall 
Corp. earned $3.75 a 








share on its common 

stock. In 1932, when 110 
the depression was at its 100}-— 
worst, the shares earned 90 
$2.13 a share. Consid- BO 
ering the serious finan- - 
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talization was an im- 1930 193! 1932 1933 1934 
portant contributing 
factor. 


The company has no funded debt or preferred stock 
outstanding and the 539,360 shares of common stock com- 
prise the complete capitalization. Thus the payment of 
the $2 dividend currently in effect requires only $1,078,720 
annually, an amount which was earned with a margin to 
spare in the leanest year of the depression—1932. In 1933, 
profits gained slightly and the stock earned $2.17 a share 
and with earnings of $1.43 a share in the first six months 
of 1934, it is quite probable that profits for the full year 
just past were in the neighborhood of $2.50 a share. 

McCall Corp. publishes McCall’s Magazine and Red 
Book, as well as several publications dealing with fashions, 
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homemaking and other subjects of interest to women. The 
company also makes dressmaking patterns and income from 
this latter source normally accounts for about one-fifth of 
the total. The company’s various publications have an 
extensive market in foreign countries as well as in all parts 
of the United States. 

The business of publishing popular magazines is subject, 
on the one hand, to the changes in consumer purchasing 
power in the maintenance of circulation, and, on the other, 
to general business conditions for advertising revenue. 
McCall Corp. cannot claim immunity from these condi- 
tions but the fact that McCall’s Magazine enjoys the 
largest newsstand circulation of any women’s magazine has 
been a vital factor in sustaining both sales and advertising 
revenues. Important operating economies likewise were 
not without important effect. 

Finances are adequate, in fact sufficiently so, to suggest 
that with any further improvement in earnings, dividends 
could be advanced to $2.50 annually. Current assets as 
of June 30, last, amounted to $3,458,000,230, while 
current liabilities stood at only $706,015. The present 
dividend has been maintained during the past two years, 
having been twice reduced from $2.50 rate in 1930-31. 
The shares, while obviously not the type of issue which 
can be accorded much in the way of dynamic possibilities, 
nevertheless, offer sustained earning power and a liberal 
income return. At 30, the yield is better than 6.5%. 


United Carbon Co. 


If profits of the United Carbon Co. for the past year 
do not actually exceed those shown by the company in 
1929, and establish a new high record, the difference is 
bound to be a slight one. In the third quarter last year, 
the company showed a net profit of $318,040, comparing 
with $240,935 in the third quarter of 1929. On the basis 
of profits of $988,413 
for the first nine months 
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pany failed last year to 
achieve a new earnings 
record, the performance 
will be scarcely the less interesting in a year in which the 
great majority of business enterprises came nowhere near 
their boom-time profits. 

Although engaged primarily in the production of carbon 
black, a product for which the price and demand are 
subject to marked variations, the company has reduced 
materially its dependence upon this phase of its activities 
through the broad expansion of its natural gas acreage, 
and increased sale of gas to utility interests. The resulting 
greater stability of earnings coupled with the correction 
of the carbon black industry’s unwieldy surplus stock 
position and a rapid recovery in carbon black prices from 
a level which for some time had been below the cost of 
production, account chiefly for the company’s excellent 
profits. 

Sales of natural gas, produced in substantial quantities 
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in West Virginia, Kentucky, Louisiana and Texas, while 
showing a marked increase hold promise of further gains, 
The long term possibilities in this field invite romantic 
forecasting although it must be borne in mind that gas 
rates to the consumer are subject to political control and 
hence may at any time react unfavorably upon the whole 
sale price received by United Carbon, which, of course, ig 
not a distributor of utility service. 

Reflecting the company’s improved position, it was able 
to retire its issue of $1,477,950 in 7% preferred stock last 
July, leaving capitalization consisting solely of 370,127 
shares of common stock. This operation was stated to 
have involved bank loans of $1,000,000, but the balance 


‘ sheet of September 30, last, shows notes payable reduced to 


$750,000, so that it appears nearly half of the funds re 
quired to retire the preferred stock were supplied by earn- 
ings. Because of the small number of common shares out- 
standing, per share net is inherently subject to relatively 
wide variations, naturally reflected in corresponding market 
fluctuations. 

Paying a record high dividend of $2.40, the shares at 
47 yield about 5%, and while not apparently undervalued 
on the basis of present earnings of around $3.50 a 
share, they have interesting speculative appeal for the 
investor whose viewpoint is adjusted to longer term 
potentialities. 


Foster Wheeler Corp. 


Foster Wheeler Corp. engages in the design and con- 
struction of complete steam generating units, steam evapo- 
rator and condenser equipment, petroleum refineries and 
natural gasoline plants. Embracing two principal divi- 
sions, steam plants and oil refinery equipment, supplement- 
ary products cover a wide range of supplies and equipment. 
A tube mill, operated to supply the company’s needs for 
condenser tubing and other needs, also produces large quan- 
tities of brass and copper pipe for sale in the open markets. 
The company has devel- 
oped also a vacuum refri- 








dustrial process cooling 
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and petroleum com- 
panies, with the result 
that the risk of loss on 
receivables is greatly 
mitigated and, moreover, the company is under no com: 
pulsion to carry large inventories inasmuch as the bulk of 
its installations primarily are contracted for from blue- 
prints. Although the major portion of Foster Wheeler's 
business is transacted in this country, for which large plants 
are maintained, foreign orders bulk heavily and subsidiary 
plants are located in Canada and England. 

Clearly in the capital goods category, the assumption is 
that the company requires a definite revival of new plant 
construction and renovation to restore profits to a point 
comparable with the average for the pre-depression level. 
Despite the continued restriction in the demand for heavy 
capital materials, however, the company has already made 
notable progress toward recovery, and, like many other 


THE MAGAZINE OF WALL STREET 





0'1930 1931 1932 1933 1934 

















Petey 








tot 
fina 
ope 
of 

pr e! 
spec 
1ecc 
the 

nize 
shar 
latic 


PRICE SCALE 
NR le nr 
oo a 2 a ae 





La: 


age O 


ol in th 
these 
p larger 
© of lar 


| ety p 


Bez 


S dairy 
B distril 
5 Its pr 


EF e ia 


» had a 
© that 





are m 
Gold” 
porta 
next 
Pri 











while 
gains, 





nantic 
it gas 
1 and 
vhole- 
rse, is 


s able 
k last 
0,127 
ed to 
lance 
ed to 
ds re- 
earn- 
5 out- 
tively 
arket 


"es at 
alued 
50 a 
- the 
term 


con- 
vapo- 

and 
divi- 
nent- 
nent. 
s for 
juan- 
kets. 








som- 
k of 
slue- 
ler’s 
ants 
iary 


nis 
lant 
oint 
vel. 
avy 
rade 
ther 











© in the production of milk, butter and cheese. 
| these commodities rose and consumption was somewhat 


well conducted organizations, economies and greater efh- 
ciency introduced during the past several years should 
enable it to show good earnings results on a smaller volume 
of business than formerly. In other words, the company’s 
paypoint is doubtless much lower and earnings could rise 
rapidly once it is passed. 

Late sales and earnings data are not available but in the 
frst six months of last year, orders were double those for 
the same months of 1933, and in September were reported 
to be running 50% ahead of 1933. In the first half of 
1934, the company had a loss of $460,125, and losses in 
the years 1931-33 inclusive aggregated $2,781,000. In 
1930, a record year for the company, earnings on the 
common stock amounted to $6.34 a share. 

Ahead of 241,181 shares of common stock outstanding, 
are 17,518 shares of 7% preferred stock on which dividends 
totalling $13 a share have accumulated. The company’s 
finances have been maintained in a strong position and once 
operations have turned definitely profitable, the liquidation 
of accumulated dividends on the preferred stock would 
present no difficult problem. The shares, although frankly 
speculative, afford a stake in a field where the degree of 
recovery has been meager but at the same time, one where 
the potentialities bulk large. These potentialities are recog: 
nized to some extent in the current market appraisal of the 
shares but at 15, they still have definite appeal as a specu- 
lation in the recovery of the heavier industries. 


Beatrice Creamery Co. 


Unlike the other principal branches of the food industry, 
companies identified with the dairy products division failed 
to share the same measure of stability which characterized 
the industry through the 
depression. Consumption 
was adversely affected 
by depleted public pur- 
chasing power and in- 
creasing pressure was 
brought to bear on the 
prices of principal dairy 
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whereas recovery ten- 
dencies were in evidence 
in practically all other 
major industries. 

Last year, however, the drought caused an acute short- 
age of feed grains accompanied by a considerable reduction 
Prices of 
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larger. Relieved of inventory losses and having the benefit 


) of larger sales, dairy companies belatedly joined the recov- 


ery procession. 
Beatrice Creamery Co. is the third largest unit in the 


| dairy products field. The company operates plants and 







distributing branches in 135 cities located in 24 states. 


) Its products, which include all of the principal dairy items, 
| are marketed under the familiar trade names of “Meadow 


| Gold” and “Holland.” 


Butter, however, is the most im- 
portant of these, with milk, eggs and ice cream ranking 
Next in approximately the order named. 

Prior to the 1933 fiscal year Beatrice Creamery Co. had 
had a long record of stable and profitable operations. In 


that year, however, adverse conditions resulted in a- sub- 
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stantial decline in sales volume and net income was equiva- 
lent to only $4.03 per share on the 7% preferred stock. 
In the fiscal year ended February 28, 1934, a moderate 
improvement was shown but net income was not sufficient 
to meet preferred dividend requirements, being equivalent 
to only $4.63 per share on the senior stock. Despite the 
sharp falling off in earnings, the management has continued 
to make liberal charges for depreciation and at the end of 
the last fiscal period an exceptionally strong financial posi- 
tion was shown. Cash alone of over $5,200,000 was more 
than six times current liabilities of $825,000. 

The improved conditions of the past year are clearly 
evident in the company’s report for the nine months to 
November 30, last. Net sales for that period totalled 
$14,517,561, as compared with $11,167,625 in the same 
months of 1933 and net income amounted to $946,989 
as against $255,609 in 1933. Applied to the 377,719 
shares of common stock the former amount was equivalent 
to $1.02 a share, after allowance for preferred dividends, 
while the latter figure amounted to only $2.27 on the 
109,232 shares of preferred. 

As late as the 1932 fiscal year, the company’s common 
stock earned $3.54 a share, and in the 1930-31 fiscal year 
profits amounted to $7.12 a share on the common. In view 
of the fact that the company has not been obliged to defer 
dividends on the preferred shares and has maintained 
finances in a strong position, payments on the common 
could be easily resumed following any sustained period of 
better earnings. While it is somewhat early to declare 
the industry to be definitely rid of its problems, at least 
progress is being made in the right direction and the pros- 
pect of any serious reversal appears sufficiently removed to 
lend more than average degree of speculative interest to 
the shares of Beatrice Creamery, currently quoted at 17. 
Further, the company is approaching the months when its 
business is seasonally stimulated, a condition which might 
conceivably find favorable reflection marketwise. 


Bayuk Cigar Co. 


In 1933, there occurred a definite reversal for the better 
in the earnings of the Bayuk Cigar Co., and in 1934 
profits attained truly notable proportions. In 1932, the 
company operated at a loss; in 1933 the common stock 
earned $5.11 a share; and for the past year it is calculated 
that profits were equal to about $8 a share on the common. 
Of course, the fact that 
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fact that the company’s to 
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tional distribution, al- 

though the company’s principal distributing centers are in 

the densely-populated sections of Pennsylvania, northern 

New Jersey and New York. Production is concentrated 

largely in two brands, “Bayuk Phillies” and “Havana Rib: 

bon,” both 5-cent hrands. Prior to 1933, however, “Bayuk 
(Please turn to page 473) 
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Procter & Gamble Co. 


Seventy-five per cent in the soap 
business and 25% in foodstuffs (mostly 
cottonseed oil derivatives, of which it 
is the largest producer in the world) 
Procter & Gamble reporting for the 
quarter ended December 31, last, 
showed a profit of $5,423,461. After 
setting aside $1,965,000 for “price 
equalizaton,” the earnings applicable to 
the common after dividends on the 
preferred stocks was equivalent to 50 
cents a share on each of the 6,325,087 
shares of no-par stock. In the preced- 
ing quarter 61 cents a share was 
earned, making $1.11 for the first six 
months of the company’s fiscal year. 

While it may be that Procter @ 
Gamble has no place on this page which 
implies a discussion of annual reports, 
the interim statement contains a fea- 
ture so interesting as to completely 
justify its inclusion. This feature is 
the $1,965,000 set aside for “material 
and products price equalization,” a 
fund, according to R. R. Deupree, the 
company’s president, “created in recog- 
nition of the fact that inventory profits 
due to rising prices usually are fol- 
lowed by inventory losses when prices 


For Profit 
and Income 


End of the Year Reports Begin to Arrive 
— Profits Generally Well-Maintained 


tending to keep almost all fluctuation 
in the price of inventory out of the 
Profit and Loss Account. 


* * * 


Liggett & Myers 


The second of the large tobacco com- 
panies, Liggett & Myers (Reynolds 
was the first) has just made public its 
earnings for 1934. Profits totalled 
$20,086,690 which was equivalent, 
after dividends on the preferred stock, 
to $5.92 a share on the combined com- 
mon and common “B” stocks. Last 
year, the company showed $4.84 a 
common share. The most recent re- 
port was the more gratifying because 
of the fact that processing taxes on 
tobacco during the year were some- 
where in the neighborhood of $7,000,- 
00%. In other words, but for these 
taxes Liggett & Myers’ earnings would 
have been about $2.50 more and sur- 
passed the 1930 record of $7.15 a 
share. The feature of the balance 
sheet as of December 31, 1934, was 
the tremendous increase that took place 
over the year in tobacco inventory. 
This item rose more than $31,0000,000, 
most of the funds evidently being pro- 
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vided by the sale of government and 
municipal bonds, for the latter de- 
creased more than $25,000,000. The 
increase in tobacco consumption may 
have played some part in the neces 
sity for having larger inventories, but 
by far the most important factor has 
been the great increase in tobacco 
prices. 


Du Pont 


Final figures for this company are 
not as yet available, but a preliminary 
calculation subject to verification by 
independent public accountants shows 
that earnings for last year were equiva: 
lent to $3.66 a share, of which $1.36 
a share represented what was received 
as dividends on the investment in Gen- 
eral Motors. In 1933, du Pont earned 
$3 per share on common stock, of 
which $1.14 a share came from Gen- 
eral Motors. A stockholder perhaps 
will be more gratified to see that his 
company’s own immensely diversified 
business yielded larger profits than that 
the income from General Motors in- 
creased. 


* * * 
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ED by rapid expansion 
in automobile produc- 
tion, which has al- 

ready reached close to 90% 
of normal, our Business 
Activity index has risen 
sharply to above 75% of the 
1923-5 average which rep- 
resents a gain of close to 20% since the last week in 
November. Obviously this rapid rate of improvement 
can not be continued indefinitely; for, if maintained until 
summer, conditions would be back to normal—an outcome 
which not even the wildest optimist could expect. In fact 
there are several considerations which suggest that the pres- 
ent boomlet may not be altogether spontaneous; but rather 
prompted, in part at least, by a race to stock up before the 
Automobile Code comes up for renewal on February first. 
Gains during the past two months among the major indus- 
tries which enter into the business activity indexes have 
been most conspicuous in steel, automobiles and textiles, 
where labor trouble is feared. In other lines the improve- 
ment has been little better than seasonal—except for electric 
power, where demand is being stimulated by a rapidly ex- 
panding use of electric appliances. Coal output and, con- 
sequently, carloadings have been held back by unseasonably 
warm weather; but will doubtless pick up again during the 
present cold snap. 

But, while our Business Activity index, for reasons just 
mentioned, has been advancing at an abnormally swift rate, 
there are indications here and there of slackened accelera- 
tion in directions where improvement up to now has been 
most consistent. Department store sales, for example, in 
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Taking the Pulse of Business 


— Motor Production Jumps 

— Steel Operations Gain 

— Retail Trade Slackens 

— Purchasing Stimulus Needed 


— Prices Generally Firm 
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the New York metropolitan 
area for the first half of Janu- 
ary were 1.1% lower than 
for the corresponding inter- 
val last year. Construction 
contracts awarded in De- 
cember came to only 45% 
of the amount for Decem- 
ber of 1933; while farm income during November was 
only 7% ahead of the previous November, as compared 
with a 19% gain in October. Then again, according to 
THE MAGAZINE OF WALL STREET’S indexes, both em- 
ployment and business payrolls in November made a 
slightly unfavorable comparison with the previous year for 
the first time since the nation-wide banking holidays 
immediately following inauguration of President Roosevelt. 
These are all signs of a halt in the expansion of purchasing 
power which has been in progress for almost two years un- 
der the spur of emergency medicine administered by New 
Deal agencies, and it would not be surprising if this pause 
in the expansion of public purchasing power were to be fol- 
lowed before long by some check to the expansion in busi- 
ness activity. Very likely such a set-back, if it does appear, 
will be of minor character and relatively short duration; 
because Congress will soon authorize a still bigger spending 
program which should get underway by spring or summer, 
and gain much headway during the second half of the cur- 
rent calendar year. 

It is probably considerations such as these which have 
prevented the Common Stock Index during the past few 
months from responding with customary enthusiasm to the 
marked upturn in general business activity; since it is only 
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within the past few weeks that investors have shown concern 
over threatened labor trouble in key industries, or worried 
over what decision the Supreme Court may hand down 
next month in the important gold clause cases. 

The reaction in our Common Stock Index during the past 
few weeks has, of course, been brought about by a number 
of additional adverse influences, including instigation by 
the Government of a suit for conspiracy against leading 
motion picture companies, introduction of rather disturbing 
legislation in Congress, rumblings of coming labor trouble, 
and fears that an adverse decision by the Supreme Court 
in the gold clause cases might lead to revaluation of the 
dollar and a resumption of deflation. We do not believe 
that such will be the outcome; but fears of the pending de- 
cision have also caused weakness in foreign currencies and 
staple commodity futures and low grade bonds; though our 
index of Raw Material Prices, based upon spot prices, has 
thus far failed to give ground. 


The Trend of Major Industries 


STEEL—With exception of railroads and construction, 
orders from other consuming industries have been coming 
in so fast that the steel ingot rate has risen to around 
50% of capacity and most companies are again operat- 
ing in black ink—for the time being at least. Canners, 
automobile manufacturers and agricultural implement mak- 
ers are at present the star customers at steel mills. Canners 
are now operating at 65% of capacity, automobile produc- 
tion is running close to 90% of normal for this time of 
year, and agricultural implement makers are doing so well 
that most leading companies in that industry expect to 
make substantial payments this year on account of divi- 
dend arrears on their preferred stocks. Steel plants at 
Detroit are operating at 71%, Cleveland holds at 82%, and 
the Wheeling district has risen to 90%. Pittsburgh, repre- 
senting miscellaneous demand, has just advanced 6 points 
to 33%. The trade is beginning to wonder, however, if a 
peak will be reached temporarily in February. 


METALS—The Government continues to acquire silver 
at the average rate of recent months, but without bidding 
actively for the metal; so that the price for some weeks has 
held notably steady 


PETROLEUM—Texas oil producers are “being good” 
in order to convince Congress that no Federal control jg 
needed in that State. True, hot oil has risen to 22,000 
bls. daily, from 11,000, since the courts shooed off the 
Federal Tender Board; but production of crude for the 
entire state is being held beneath the Federal allowable, 
the while. all other states are racing to see which can exceed 
its quota by the widest margin. Refusing to be convinced 
by the touching self-restraint of Texas, Congress is already 
considering several bills to put constitutionally sound teeth 
into Federal enforcement of proration. Meanwhile most 
leading producers and well-integrated companies are mak- 
ing fair profits; while refiners who must buy crude com 
plain of the narrow spread within which they have to oper- 
ate. 


UTILITIES—Sales of electricity to domestic consumers 
in November were the greatest for any like month on 
record, and 8.1% ahead of the previous November com 
pared with a gain of only 4.8% in electric output for all 
purposes. 


CHEMICALS—Increased activity in textiles—particu- 
larly rayon; satisfactory glass consumption in the bottle mak- 
ing and automobiles industries; and recent price increases 
in chlorine, large quantities of which are used in purifying 
sewage and drinking water, are causing the alkali makers 
to start the current year with conditions materially better 
than in the final half of 1934. 


AVIATION—Number of passengers carried by air 
planes in November exceeded those of the preceding No- 
vember by 9.2%, the first increase since April on a yearly 
comparison basis. Other comparisons of November with the 
previous year show an increase of 27.4% in passenger-miles 
and an increase of 29.8% in express poundage. 


Conclusion 


Though the physical volume of production, distribution 
and trade has been expanding during the past two months 
with exceptional rapidity—partly owing to efforts to stock 
upbefore labor trouble can interfere with production—there 

are indications that ex: 





within a range of 54 
to 55 cents. It is be- 
lieved that an end has 
now been reached to the 
downward trend in tin 
consumption which has 
been in progress since 
the middle of last year; 
especially on account of 
observed improvement 
in consumption by 
Canada, Russia, and 
Japan. Nickel exports 
from Canada in De- 
cember were slightly 
lower than in Decem- 
ber, 1933. Primary 
producers of copper 
have agreed to extend TSS 
quota agreement giving 
sales preference to 75% 
of secondary and cus- 
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pansion in public pur 
chasing power has about 
reached its limit for the 
time being and _ that 
some slowing down in 
business may break 
temporarily the longer 
term trend toward re: 
covery until the Gov 
ernment’s new spend: 
ing program begins 
to take effect in the 
late spring and sum 
mer. Stocks, com: 
modity futures, and 
second grade bonds 
have weakened recently 
under fears of devalua’ 
tion and deflation; but 
high grade bonds, es 
pecially those contain: 
ing a gold clause, have 
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1934 Indexes 1935 Indexes 
= Number 

High Low Close of Issues (1925 Close—100) High oy ia 12 Jan. ¥ Jan. 26 
71.2 45.0 54.6 COMBINED AVERAGE... 56.4 2.8 52.8 53.8 652.9 
105.7 44.2 87.0 5 Agricultural Implements.... 88.1 78.9 78.9 83.9 83.4 
42.3 20.2 27.1 ee Ore 27.1 23.7 23.7 26.1 3265.9 
58.9 35.2 565.5 13 Automobile Accessories. 57.4 653.3 653.3 56.0 54.7 
24.9 11.8 14.2 eS eee ere 16.8 13.7 14.1 14.2 13.7 
92.6 43.6 60.1 6 Aviation (1927 Cl—10C).... 60.1 55.7 55.7 659.0 657.8 
17.4 87 9.2 8 Baking (1926 Cl.—100).. 9.2 8.6 9.1 9.1 8.6 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 193.7 185.4 185.4 190.2 189.5 
136.0 100.0 131.6 4 Business Machines........ 133.4 125.5 129.0 126.6 125.5 
229.5 178.9 227.5 2 Cans. .8 226.1 226.1 227.7 229.7 
210.5 134.3 167.2 8 Chemicals... .9 161.1 161.5 162.1 161.1 
37.2 22.1 28.8 16 Construction 4 2.8 28.9 29.1 29.0 
70.1 40.1 43.8 lee. - ASS eee 2 43.3 43.7 44.1 43.3 
37.0 25.7 32.0 S Daby Products.......0.... 83.1 31.6 31.7 33.2 31.5 
26.8 16.4 21.2 8 Department Stores........ 3.7 20:4. 24 2 2s 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 69.3 70.2 70.7 69.3 
91.38 59.1 78.7 3 Electric Apparatus......... 80.7 76.4 76.4 80.1 80.7 
211.2 103.8 211.2 2 Finance Companies........ 221.1 211.2 219.2 219.0 221.1H 
64.0 51.1 58.3 ZS (WO NE secs ca vcs osanrs 59.3 57.4 57.8 58.1 57.4 
71.1 65.1 55.7 ee ae 56.4 508 53.6 52.2 50.8 
58.8 36.2 45.4 3 Furniture & Floor Coverings 45.4 43.0 43.0 44.3 43.9 
1372.0 1106.0 1164.9 BS GOA PANG. 6 .n65 6506655 1170.7 1062.4 1110.0 1090.0 1062.4 
35.6 25.1 35.6 5 Household Equipment..... 37.0 35.4 35.4 36.9 37.0H 
31.8 193 20.8 4 Investment Trusts......... 20.8 19.3 19.6 19.9 19.3 
295.5 164.0 247.0 8 Liquor (1932 Ci.—100)..... 273.9 247.0 255.8 263.0 264.3 
63.4 342 44.2 , eC 44.7 39.3 41.4 40.8 39.3 
88.6 51.9 62.0 3 Meat Packing.. 62.2 656.4 57.7 56.4 58.9 
160.1 117.4 127.8 11 Metal Mining & Smelting. . 181.8 119.2 121.1 121.3 119.2 
86.8 52.0 58.2 Be esO ee «<5 aeakwans 60.2 56.4 56.4 56.4 56.9 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21.0 19.2 19.2 19.5 20.0 
72.8 32.1 34.8 18 Public Utilities............ 34.8 33.4 34.5 33.7 33.4 
66.2 34.9 43.9 8 Railroad Equipment....... 43.9 42.2 42.2 43.5 42.4 
52.0 245 25.8 RG OS Sa ae ree 7 23.6 24.4 245 23.6 
15.9 6.0 8.8 3 IMROD Fw lolsios ov clsa's\o-c oiecouts 9 8.2 8.3 8.3 8.2 
50.2 28.9 41.6 3 Shipbuilding 4 38.5 39.7 40.9 38.5 
77.0 420 654.4 10 Steel & Ifon 4 61.4 61.4 57.4 54.0 
31.3 20.4 22.2 Ja eae ‘6 S25 32:5 22:3 St 
214.0 131.5 143.2 2 Sulphur...... -2 131.4 136.0 141.0 131.4 
70.3 40.2 45.2 3 Telephone & Telegraph. . 45.4 43.4 43.4 43.7 444 
65.8 37.5 47.8 We NE hres nea le gieieck este we 60.4 45.7 48.4 47.5 45.7 
14.6 7.6 9.0 S Tires & Rubber........... 9.3 8.4 8.4 9.3 8.9 
88.6 66.5 84.7 ie ea eee 87.6 82.7 82.7 84.0 83.4 
73.5 43.5 65.0 ee een ee 66.8 62.4 62.4 62.9 63.9 
275.5 43.6 258.2 S Vasiety StOreiiss ss cscciiccas 258.2 237.1 237.1 242.6 245.8 


H—New HIGH record since 1931. 


Tue MAGAZINE OF WALL STREET 
COMMON STOCK Price INDIX 


1925 CLOSING PRICES=10O0 


@ 
Ww 


COMBINED 


*t 


345 STOCKS-W 45,0-1.17.5 


405 STOCKS-H 84.4 -1 29.2 
280 STOCKS-wW 71. 


RAILROADS |— 


29 RAILROADS -H, 63.0 - L. 163 


33 RAILROADS -W. 88.4 - 1.22.5 
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volume of transactions in all Common Stocks 
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listed on the New York Stock Exchange.) 
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nswers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. 


It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








REMINGTON RAND, INC. 


I have been advised to buy Remington 
Rand common. Before acting, however, I 
would like your advice and any details you 
might care to give me about its speculative 
and investment possibilities —E. S. L., New 
York, N. Y. 

_ Remington Rand, Inc., has so diversi- 
fied its operations during recent years 
that it is now in a position to supply 
almost every type of equipment em- 
ployed in the modern business office. 
Products include such items as type- 
writers, filing cabinets, accounting ma- 
chines, office furniture, and numerous 
accessories and supplies. Sales of type- 
writers and the supplies related thereto 
contribute the largest portion of earn- 
ings. Naturally, economies necessitated 
by the depression led to a sharp drop 
in sales, but these have recently re- 
sponded to the business recovery in 
evidence both in the United States and 
abroad. Net income for the fiscal year 
ended March 31, 1934, amounted to 
$1,264,941 in contrast with the deficits 
of $2,581,030 and $3,035,753 for the 
preceding two fiscal years. For the six 
months ended September 30, 1934, the 
company reported net income of $389,- 
600, against $109,566 for the compar- 
able period of 1933. Costs have been 
increased under the N R A, but the 
advance in typewriter prices last Octo- 
ber, coupled with a further improve- 
ment in sales, is expected to enable the 
company to show earnings for the fiscal 
year to end March 31, next, consider- 
ably above those of the preceding year, 
when the equivalent of one cent a com- 


mon share was reported. Financial con- 
dition, according to the balance sheet 
dated September 30, 1934, was excel- 
lent, with total current assets of $23,- 
830,122, including cash alone of $4,- 
496,130, comparing with current liabili- 
ties of $2,457,340. Unless there is a 
decided change for the worse in the 
general business situation, the company 
should soon be able to pay off accumu- 
lations on the 7% 1st preferred, as well 
as on the 8% 2nd preferred. Because 
of the company’s distinctly favorable 
earnings outlook, we regard its com- 
mon stock as reasonably priced around 
current quotations and would see no 
reason to oppose speculative commit- 
ments therein. 


SUN OIL CO. 


I will appreciate your views on the out- 
look for Sun Oil, particularly with respect 
to the unsettlement in the oil industry. 
What are your views on its near- and 
long-term prospects?’—E. M. M., Bryn 
Mawr, Pa. 


While not one of the largest units 
in the petroleum industry, the earnings 
record of Sun Oil Co. has been con- 
sistently better than average. One rea- 
son for this has been the company’s 
policy of keeping down cash payments 
to stockholders, making up the approxi- 
mate difference between these and earn- 
ings through stock dividends. The 
company has thus been able to con- 
stantly increase its physical assets with- 
out proportionately increasing the 


amount of bonds and preferred stock 
outstanding. Its refining and distribut- 
ing facilities are well situated to serve 
the densely populated northeastern sec- 
tion of the United States, as well as 
parts of Canada. Lubricants are widely 
distributed in Europe, South America, 
Australia and the Far East. The com- 
pany concentrates on one brand of 
gasoline, “Blue Sunoco”, for which an 
ever-increasing demand has been built 
up, both because of its reputation for 
performance and an aggressive adver- 
tising program. An active research de- 
partment is maintained, which is con 
stantly endeavoring to improve the 
quality of both its gasoline and lubri- 
cants. A degree of diversification is 
obtained through ownership of the Sun 
Shipbuilding & Drydock Co. Crude 
oil reserves are more than sufficient to 
supply refinery requirements, although 
the various restrictive measures now in 
force necessitate purchases from outside 
interests at the present time. However, 
these reserves place the company in an 
excellent position to benefit from 
eventual recovery of the industry. 
Capitalization consists of $10,500,000 
funded debt, 100,000 shares of 6% 
cumulative preferred stock of $100 par 
value, and 1,874,545 shares of com: 
mon. Per share earnings on the com: 
mon amounted to $3.68 for 1933, and 
while conditions in the industry during 
the closing months of 1934 were dis: 
tinctly unfavorable, results for the full 
year are believed to have shown an im: 
provement over the previous year. 
(Please turn to page 467) 
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79 Points Profit with 3.9% Income! 


ELOW is a complete record of the bonds and preferred stocks selected and recommended 
to our subscribers in 1934 and closed out during that year or to date this year: 



























































BONDS 
Price Price Yield Points 
Recommended Close Out While Held Profit 
Mo. Kan. & Tex. let 4's of '00........... 871, 9234 4.6 ay 
National Steel Ist 5’s of °56............. 9434 1047 5.3 104% 
B’klyn Man. Transit 6’s of ’68.......... 9414 101, 6.3 6%, 
*Youngstown S. & T. 5’s of ’78........... 84 98 6.0 14 
ck PREFERRED STOCKS 
"Coverall Motors $% .4.6.5.0 6.5000. <4 931, 99 5.3 514 
Armour of Delaware 7%..............-. 871, 93 8.0 534 
Wesson Oil & Snowdrift 4%............ 643, 734, 6.2 8l4 
Se ere eee eee Tere 7814 8514 5.1 7 
4 Goodyear Tire & Rubber 7%........... 8134 891, 4.9 7% 
ses *Midland Steel Products 8%..........-. 59 68 6.7 9 
vie 19% 
ar *Midland Steel Products 8% Pf. *Union Pacific 4% Pf. 
erica, 9 Points Profit in 6 Weeks 7 Points Profit in 7 Weeks 
com f 
d of ne 
h ie *Youngstown S. & T. 5’s of °78 *General Motors 5% Pf. 
ee 14 Points Profit in 3 Months 514, Points Profit in 5 Weeks 
n for 
dver- : : , , 
h de These recommendations illustrate the promptness with which carefully selected bonds and 
ee preferred stocks reflect their intrinsic value. We will advise you by mail through our weekly 
the — . ee 
alii and special editions what and when to buy and when to sell. 
on is 
es es es 
ee —— -This Complete Service for Six Months $75———— 
srude 
nt (a) (b) (c) (d) 
ough Trading Advices following Unusual Opportunities: Bargain Indicator: S ound Investments for Income with 
- important intermediate Low-priced issues with dividend-paying securities possibilities for enhance- 
yw in market movements. Three outstanding profit pros- for price appreciation. Two ment in value due to in- 
itside to four wires a month. pects. Two to three wires to three wires a month. vestor demand. Recom- 
ever, | $1,000 sufficient to operate a month. $500 will pur- $1,000 will purchase 10 mended in our Bond and 
in an in 10 share units on over chase 10 shares of all ad- shares of all advices on Preferred Stock depart- 
from 50% margin. vices on over 50% margin. over 50% margin. ments. No wires necessary. 
‘au So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
6% send us with your subscription a list of your security holdings for our analyses and recommendations. 
0 par 
I) ini idle, «dew one en nae MAIL THIS COUPON TODAY—--------—-- 
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Rails 
1933 1934 1935 Last Div'd 
— - Sale  $ Per 
A High Low High Low High Low 1/23/35 Share 
; ; Bett 
; BN nies shu s.c'e re seine seas 80% 3454 73% 45% 555g 47% 4834 {2 : 
; Atlantic Coast Line................. 59 1636 644% 2414 8736 29% 31 - ff 
; B Borg 
Baltimore & Ohio.................. 877g 8s—i«i GNOME C1G 18 Fe Les. 
Bangor & Aroostook................ 4134 20 46% 3544 42% 9 39 2 ee 
Brooklyn-Manhattan Transit........ 414% 2134 4474 2834 4042 36% 3834 ti art 
a Paved inag a. = } Bye! 
e Ameriean iobacco Uo. 
Ly) ee 207 1% 1844 10% 18% 11% isi ae cali 
Chesapeake & Ohio -- gett 49 is 2454 43% $9'g 453g 48 6 43 2.80 we 
. M. t. Pau acific . «os S05 1 4, ae F 
Chicago & Northwestern ... 1. 16 1% 16 346 BRA as; ~ Ee Gite 
Chicago, Rock Is. & Pacific.......... 10% 2 6% 1% 25% 1% 24% sb Cela 
D ) Cerr 
Delaware & Hudson............... 9334 8754 13% 35 4314 36 3734 a > Che: 
Delaware, Lack. & Western......... 46 17% 3334 14 19% 15 16 n | a 
E | Cole 
ea BdeR:R........ Set L Neues meee 2534 834 24% 934 14 1044 10% . Cal 
G > Colu 
M erchandising Great Northern Pfd................. 3334 454 82 124% 173% 18% 14% . &§ io 
H > Com 
SS t oc k b= Hudson & Manhattan.............. 19 64 1% 4 55 4% COS Gone 
Listed ange I Cons 
ee Tek et: Ca Ilinois Central................0.0- 50%, 81 88% 185% 17% 18% 14% a> i Ge 
Analysis on request Interborough Rapid Transit......... 1334 4% 17% L374 155, 12% 13% . z = 
Y onti 
K ; 
E MA N U E L & Co. Kansas City Southern.............. 24% 64 1934 65% 834 7 1% q a9 
Members New York Stock Exchange 4 iB 
i tle 
32 Broadwa New York Lehigh Valley...................-. a7, 8 41% 9% MGC HS cu 
y Louisville & Nashville.............. 6714 214 6214 8734 47 40 42 8 
M Deer 
Mo., Kansas & Texas........ ae 17% 53% («14% 4% 64 «C6 5% 2 _ 
KEEP P O ST E D of) eae oer 104% 1% 6 1% 3 2 2% oe Doug 
N Du P 
New York Centra]. ................ 5814 14 4534 183% is 17% pote “ 
The pieces of literature listed below have N. Y., Chic. & St. Louis............. 27% 8% 6% 9 a (3. or 3 — 
by busi- . ¥., N. H. & Hartford............ 34% 11% 24% 2 4 +s 
aoe eee et avertising in this issuer They | | Norfolk & Western................. a7 115g 487) 46117455 2675 174% nid lect 
ness houses adve ; : 1 , 81%, 165 1 ; 
will be sent, free upon request, direct from Northern saa SS ee 84% 9 864 1444 % % % b Blect 
e issuing houses. a 
number. We urge our readers to take full Penasylvania.................. wos 4B 1894 89% 20% 8535 B11G 2214 1 OD pair 
advantage of this service. —, ae | PPIs oS bok cunccsebecdee 37 8% 38 12 185 15% 15% a S Fires 
Posted Department, The Magazine 0. s g~ 
Street, 90 Broad Street, New York, N. ¥. || cg, wher Pacific................02. 38% 11% 33% 14% 19% 165 1554 os Foste 
Southern Railway.................. 36 4% 364 11% 164% 125% 1344 a he 
re 
U 
“ODD LOT TRADING’ ; , u “ 90 1113 201 108 6 
John Muir & Co., members New York Union Pacific............. Leeks see 132 614% 1337 ¥ 4 dias 
Stock Exchange, are distributing their WwW 7 : E OGene 
booklet to investors. (225) Western Maryland................. 16 4 174 1% 9% 8 8% “s Gene 
WHEN TO BUY AND WHEN TO SELL a 
The Investment and Business Forecast, i. . Geshe 
a security advisory service conducted by Industrials and Miscellaneous , Gene 
The Magazine of Wall Street for over + hoe 
16 years, definitely advises nen rv’ Gillet 
what securities to buy and when to : Glidd 
sell. Write for current weekly 8-page 1933 1934 1935 Last Div'd Gold 
bulleti 783 I, Sale $ Per Good 
one “Tener A High Low. High Low High Low 1/23/36. Share ye 
‘‘TRADING METHODS’’ Great 
ad Z v4 
This handbook issued by Chisholm & Adams-Millis Corp...............-- 80 >. 1034 73. 83°9 .. 31% : 
y : : —_ Ar UNL, RIDE so 10.6 0 '9:4.0 0610:0 0-0 500 112 4744 113 913% 115% 110% 111% 4 
0g gel nega ygneediags ayn enger or 4 NE i os cin dag ooo0es 33 11% 23% = 165% 39 20% 17 17% «°1.20 FE dterey 
Soe See Goners. A copy together with Allied Chemical & Dye TT) 152 705, 160% 115% 141 13234 185% 6 Hers 
their Market Letter will be mailed upon Allis Chalmers Mfg................ 263, 6 23 3% 10% 17% 151% 17 Huds 
request. (785) Alpha Portland Cement............. 24 58% 20 4 11% 20/4 174 18% . Hupp 
pvsenemrr reer omunans || teeta oe OS B, a an ES Of 
The most logical form of investment American Bank Note............... 38% 8 96% 11% 17 1833 16 .. |e Indus 
profit insurance is represented by the || Amer. Brake Shoe & Bdy.......::.: 42ig6 9% 28 1915 995% 27 a7¥¢ 680 Inger 
personal and continuous counsel rendered Nagao nesensaceesys 10044 4934 1143, 901 117% 110 115% 5 |) Inter. 
by the Investment Management Service. eae oS rere $934 6% 83% 12 203, 17% 18% mt Inter. 
Write for full information. No obliga- ATOTICRN SAIE 55 oo. oe os oss o's 514% 34 705, 4644 #69 6734 68% "34 eae 
tion. (861) American & Poreign Fewer ....... sos 19% 8% 18% 8% 5% ._ Hf . FF — 
‘6 ” Amer. International Corp........... 6 4 34 4 84 ny a . 
a ee Pane Amer. Power & Light........ +... +>. 19% #4 18% 8 3% 8% 84 
An interesting booklet issued upon re- Amer. Radiator & S.S.............. 19 45% 17% 10 ? 16% 14k 14% Be Jewel 
quest by the Bell Telephone Securities ee | 1: ere 31% 534 2814 1346 24 2074 21% a2 Johns. 
Co, (875) _—: ae od ne: PE ee i wit oi 4 a! 40% rts 46 on a 
% MEISE Es Sais s:cscs's's M4 3 4 “2 F 
MARGIN REQUIREMENTS, COMMIS- Amer. Sager Reflaing.:............ 74 14, 72 46 6714 62 6315 2 
SION CHARGES Aimer: Tel Delia sc. occccess ee. 6 134% 8614 1251 1004 10634 103 108% H 
J. A. Acosta & Co., have prepared a folder ae hy RS Se es 94% 6024 89 4 
explaining margin requirements, commis- Amer. Water Works & Elec......... 4334 10% 2756 125 14% 18 13 1 
sion charges and trading units. Copies Amer. Woolen Pfd...............++ 674 2256 83% 36 ots, sors 4 
gladly sent investors and traders. (939) } momar tage | Mining........... 22% 5 a4 1934 1 5) % eh 
MARGIN REQUIREMENTS Atlantic Refining ars +. $834 FSO gy i 
Leaflet explaining margin requirements Auburn Auto... see eee e eee e eee 4 <3 42 ry: (4 
prepared by McClave & Co., members Aviation Corp. Del... .....20.5..-0% 163% 54 1034 334 556 4% 6 
New York Stock Exchange. Copy upon B 
ee re Baldwin Loco. Works............4- 173% = 38%—s«6 44 46% 5% «6 4 
MARGIN REQUIREMENTS APU MRURE 5.555522 00004555 ssn. 524 84% 4534 33 4454 40 4214 t 
Pamphlet showing margin requirements Beatrice Creamery.............000 27 7 1934 104% 18 164 174 233, 
and commission charges prepared by Beech-Nut Packing............... 70 8645 765, 58 78 3 76. 4 
Emanuel & Co. Copy on request. (973) Bendix Aviation... ........ssesceee 214 6% 23% 934 174% 81434 1534 ‘a 
TH SRE er Ane a 33% 9 40 26 37 344% 8554 a 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


1933 











B High 











Bethlehem Steel — .. 49% 
Bohn Aluminum. . ; 5814 
Borden a 37% 
Borg Warner.. 224% 
Briggs Mfg. . 1454 
Brictol- -Meyers Be Sahn ra cag 40% 
Burroughs Adding Machine .... 20% 
Byers & Co. (A. M.)........ eee ees 4 
Cc 
MOTUS PRGRIOE. 601s. 5 o-cissi ve ce sue $434 
Canada Dry Ginger Ale............. 41% 
RPI e Dita castes a sini «Sig «lass 103% 
Caterpillar 3 a ee ae 2934 
Celanese Corp.. a eee: 
Cerro de Pasco Copper. RP ceaia a kale 442% 
PEMADORCO GOOF 6 5255 6.556:0.000 cc cece 524% 
Pen gMOL CORD sn 0.00005 50 00sec asecice 575% 
ene IS ere 
Colgate-Palmolive-Peet............. 22% 
Pea OIAN CATMOD 6 cc cscvcccoveces 71% 
egy See 28' 
PRUROICIBY COE 655 0ci6 cc cectecess 19% 
EL ANG. DIMER sicccdccccsccscess Doe 
Commercial ESR ae RH 57% 
Congoleum-Nairn.......... rrr 
Consolidated Gas of N. Y........... 
TOOT cca hin rss G6 04 4:6 se 500% 16% 
PINOT COND, UR 6 voice cccccceece ] 
Continental Can, Inc. ............. 783 
Continenta} Insurance.............. 6 
ES Saree 195% 
Corn Products Refining. . saoesan. ee 
ee rr ee 65 
Cutler-Hammer, Inc................ 21 
D 
Ge SEE er ec eee 49 
Diamond Match. . Reulkains seu Rests 2914 
Dome Mines......... socket se-aeeee 3914 
a rere 18% 
Du Pont de Nemours ............. 96% 
E 
Rastman Kodak Co... ....0..cecces 8934 
SNS ND BID sos ccddvccccascees 27% 
Elec. Power & Light................ 15% 
Electric Storage Battery............ 54 
F 
Fairbanks, Morse & Co............. 114% 
Firestone Tire & Rubber. -. 81% 
First National Stores..... 7054 
Foster Wheeler Corp. 23 
Fox Film. Cl. A...... 19 
Freeport Texas Co.. 4934 
G 
General Amer. Transpt............. 4314 
Ok nea 20% 
RPOMETET IRIOCRIEO.. 5 6.5 i's 0:0. 06:00 30.0.0 0 00 304% 
MT ME Sc Sccdinwcs dc sesaaeeee 397% 
aS eee eee ere 1 
General Motors Corp............... 353% 
General Railway Signal. . Peitianugtors ais wie 4914 
General Refractories............... 1934 
Gillette Safety Razor.............-. 2014 
RRs sobs ones 5.8.nip 0's Kacaann tears 20 
Re EPOIOE TON M ap 4'ogsis,0.0:0 4 6.0'esceee 27% 
Goodrich Co. ( .F) ese iene eeee 21% 
Goodyear Tire & ae 4714 
Great Western Sugar.............. 41% 
H 
Hercules Powder Co.............-+- 6854 
Hershey Chocolate............e0005 
PUGSON WOOT COT. 56.5 5 cece ee's 16% 
MAMMA OLOE CORE ois c 636,600 45 ei0is.0 134 
I 
RUPEE RIOND 5.5.35 5S platsisis wale 0 0:0" 
eS ea ee 78 
Inter. Business Machines........... 15314 
Oe ee 40 
ee ee eer errr 46 
Oe eee 234% 
URLS DONS osc sic'awicelee sv 2134 
J 
ou RPMS ssh ccwieclnenemee oe 45 
johns-Manville........-..++..esee. 6344 
K 
BREDA a na 6 te ess Gti cigna'siats 1554 
Kennecott Copper .........00cceecsee 26 
Kroger Grocery & Baking........... 3554 
L 
UNO ce cis hi kicewNa saaeeee 41% 
RN la dug ecraeienie 79% 
Libbey-Owens-Ford.............05: 373% 
Liggett & Myers Tob. B............ 99 34 
SP Nk sou ise wisseao 3614 
Loose-Wiles Biscuit..............-- 4434 
LE GES ES, I Eee Sener ae ot 25% 
M 
Mack Truck, Inc............. .--- 46% 
Macy (R. H.).. ... 6554 
Mathieson Alkali. -.- 46% 
Reap Dept: SHOEER oa... cain dco bos 33 
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Shotland & Shatland 


Custom Cailors... 
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and the administration are 
seemingly headed for a 
close mutually beneficial 
partnership ... that’s good 
news... it also means... 
that you should visit Shot- 
land and Shotland and 
have that new business or 


. we too will co-operate, 
on quality, value and price 

. surely, every success- 
ful man should govern 
himself so that he always 
will have a most profitable 
personal appearance . . 
telephone BRyant 9-7495. 
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STOCKS — BONDS 
COMMODITIES 


Fold laining margin te, 
ciovoes and tiding wale ferashed cn rogue 


Cash or Margin Accounts 


Inquiries Invited 


J. A. Acosta & Co. 


Continuing the business heretefore 
conducted under the name of 


SPRINGS & CO. 


Members New York Stock Exchange and 
other leading exchanges. 


60 Beaver St. New York 
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Odd Lots—100 Share Lots 


Booklet F.W. 801 


upon request. 


John Muir& (0. 


Established 1898 
Members New York Stock Exchange 


39 Broadway NEW YORK 11 W. 42nd St. 
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MARKET TERMS 
and trading methods clearly explained 
in a helpful booklet sent free on request. 
Ask for booklet MG 6 
Same care given te large er small orders. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 
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Dividends and Interest 








Notice to our 
60,000 
stockholders 


Dividend * of 45 cents per share 
will be paid on no-par common 
stock February 15, 1935, to 
stockholdersofrecord3 :00P.M. 


February 1, 1935, without 


closing the transfer books. 
J. S. Prescott, Secretary 
& 


*52nd Dividend 





Among the products of General 
Foods are: Maxwell House Coffee 
—Post Toasties—Grape-Nuts 
— Postum — Post’s Bran Flakes — 
Baker’s Premium Chocolate— 
Swans Down Cake Flour—Diamond 
Crystal Salt—Calumet Baking Pow- 
der—Baker’s Coconut—Sanka Cof- 
Fee—Jell-O—Minute Tapioca— 
Grape-Nuts Flakes—Log Cabin 
Syrup—Certo—La France—Satina— 
Baker’s Cocoa—Post’s Whole Bran. 


GENERAL 
FOODS 


250 Park Avenue, New York City 


SS im<<< 




















GRAIN TRADERS 


Our bulletin of January 28th is a special 
6 page bulletin featuring Trading Rule 
Nineteen which, in our opinion, is the 
best rule ever compiled for following the 
trend. 

We show this rule checked with the 
actual market for the past 12 months. 
A check was also made with the 1933 
market wherein the profits were five times 
the losses. 

Our bulletin of February 4th will show 
the effect on the market of a small but 
increasing open interest; a large but de- 
creasing open interest; market signifi- 
cance of large or small daily volume; 
corn-hogs price ratio; carry-over; small 
crops followed by large crops, etc. 

We will send the bulletin of January 
28th at once, and the bulletin of Febru- 
ary 4th when issued, on receipt of $1.00. 


AINSWORTH’S FINANCIAL SERVICE 
Box 619 Mason City, Illinois 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 















1933 1934 1935 Last Div'd 
- Sale = $ Per 
M High Low High Low High Low 1/23/35 Share 
McIntyre, Porcupine........... o... 48% 18 604% 3014 43 365 387 ! 
McKeesport Tin Plate.............. 955, 44% 951, 79 97 $64 35° : 
BROS DROCUIND TD... cciccicccccecs BE 7 3434 20% 264% 24% 2534 1% 
Monsanto Chemical................ 83 25 9614 39 60% 5634 59 1 
oy UT 6 a eee 28% 854 3554 20 3044 264 27 
N 
Rast EOI 5. <5 0c. oes ascesss s 27 11% 328% 125, 1914 16% 16% 1 
Sa ere 6056 31% 494 25% 30144 275% 29% 2 
National Cash ee eee 2354 5% 235% 12 18%, 155% 16%4 50 
National Dairy Prod............... 2534 10% 1834 13 17 16 164% 1,20 
National Distillers. ................ 354 20% 3154 16 29144 243% 26% 50 
National Power & Light............. 20% 6% 154 654 154 65% 6% .80 
National (ERR es S.A 554 15 58144 3414 50% 4644 4954 "1h 
N. Y. Air Brake... . 23% 6% 2834 114% 2814 25 26 a 
Noranda Mines... 38% 173% 45% 3014 35% 3034 3354 2 
North American Co. . 36% 1214 25% 104% 1344 12% 12% 1 
SS ree eee 2514 10% 193% 12% 155g 138% 15 60 
og ee eee 9634 31% 94 8744 83% 87 4 
Pacific Gas & El 4 K 
acific Gas Se 31? 16 2314 123 145g 135% 144% 1 
oo err ee 43% 22 87 208? 2334 22 22 } 
SS ore 6% 1% 65% 234 5% 454 4% 
NS re 2% 4 5% 1% 3% 8% 34 
Ponney (J. C.)......0.ccccvccccecee 56 194% 744% 61% 74 684 72 1.40 , 
0 8s TSS arisen 60% 25% 67 4454 70 64% 664 3 
Phelps Dodge Corp................ 18% 416 18% 134% 16% 14 144% t.75 
PGiins Petroleum. .......cccecsces 1834 4% 2034 13% 16 144% 14% 1 
Pillsbury Flour Mills. .............. 22% 914 $434 1844 3344 3134 3134 1.60 
Procter & Gamble. .........0006+0 47% 1954 44% 33% 45 42% 446 1% 
Public Service of N. J... 22.22.2122: 57, 325, 45 25 27 0-248 80 
0) ene 58% 18 59% 35% 52% 46% 49 
R 
Radio Corp. of America............. 124% 3 9% 4 5% 434 5% 
Radio-Keith-Orpheum.. iaacwied ae 1 44% 1% 25 1% 
OS) ere 114% 2 13% 6 114% 9% 9% 
Ser rere 23 4 2534 10% 15% 134% 14% 
Reynolds (R. J.) Tob. Cl. B......... 5414 2614 5334 3934 615g 4614 8 
Ss 
ee err 623% 28 57 38% 46 414% 41% 3 
Boheoley Distillers... .......ssccees 47 22 38% 174% 2814 244% 2514 37 
Sears, Roebuck & Co... ........0.. 47 124% 614 31 4014 35% 354 
ee TT 7% 1% 9 4% 9 1% 834 
EES SS. os i055 5 +5 bomen ese 134% 534 13% 634 9% 84 25 
ot TSO Caer 115g 4 11% 6 1% 654 154 
Socony-Vacuum Corp............... 17 6 19% 12% 14% 13% 14 60 
OO, Saree 28 14% 2214 10% 1234 115% 11% 1% 
Spiegel May Stern Co.............. 214% 1 7634 64 794 76 e 
IIR sc o.n wisn 0.00:0.b6 00802 3754 13% 254% 17% 19% 17% 173% 1 
Standard Oil of Calif. .............. 45 19% 427% 2614 323, 30% 31 1 
ee ES ee Seem te ae 3234 2314 25144 24% 2454 1 
SOE Ss ea 47% 2234 50% 39% 4344 41 41% "1K 
er ee 63 4534 6614 474 60% 658% 60 3.80 
errr ey 114% 2% 105% 4! 9% 15% 8 Py 
Stone & Webster.................. 19, 51g 138148 5 4% 0S by 
USED ceiddudncass c4ssnuees 59 35 144 61 6744 65 67 1 
T 
So Ce 80% 10% 293% 1954 215 195, 19 1 
Texas Gulf ESS ae 45% 15% 434% 30 3554 33 33 2 
Tide Water Assoc. Oil... 1... 2.2.2! 11% «= 3% Ss S 8 10 8% OS b. 
Timken Rolter Bearing............. 354 1334 41 24 36% 33% 3354 “4 
5 ee 38% 20% 4214 33 4244 39% 39% 2 
Tri-Continental Corp... 2.2. 2.2112! 8% 3% «+64 #8 3% «(8KeSt«~C X 
uy 
Union Carbide & Carbon............ 51% 1934 50% 35% 48 44 4534 1.40 
EE EEivecn secs ve ceceues cee 233% 84% 20% 11% 16% 15 15% 1 
SS See ere ers ee Sec 154% 8% 154% 12% 14% <8 
IN ovina ook ses 5 <u 50:0 38 104% 503 35 50 463% 4754 2.40 
TS DS eee 144% 4 8% 2% 3 2% 254 7 
SR COREE BED cccrescncdcccecses BE 221% 87% 2144 26% 238% 2634 3 4 
oy ES Saar ee 68 2314 717 59 7534 7314 14% 3 
United — Lng 2 ee eee 25 13% 20% 114% 12% 1 
iy RID oo 4 5:0 40,0 o:0'o 2 6.0.0.0 5314 18 51% 34% 5344, 48% 484 1 
U.S. a aor Alcohol. Setaoeessen 13% 6434 32 4544 38 39 ae 
Be BIE BN vices 55 65.0.0 004s osi0 22% 6% 33 15% 22 1834 1914 . 50 a 
SELF OTT TTT eee 25 2% 24 11 17% 14 15 re a 
U.S. ae +a Ref. & Mining...... 10554 1344 141 9654 1244 106% 111% +9 : 
8 aaa eee 67% 2334 597% 29% 404% 3554 373% 
Si, Ri PRUE, ose casa cvbiicunsans 105% 53 99% 6744 94 85 92 2 
Vv 
ee eee 36% 15% 3134 14 2134 18 19\% 
WwW 
Warner Brothers ae. 9% 84 234 456 35% 3% 
Western Union Tel. Gavsssae> en 17% 667% 2944 3434 9295 3234 >a 
Westinghouse Air 7S aeee 3554 113% 36 15% 27 24 244 .50 
Westinghouse Elec. & Mfg.. ... 58% 193% 414% 277% 404, 3534 39% <a 
Woolworth Co. (F. W.)............. 507, 25% 6514 4144 64% 61 533% 2.40 
Worthington Pump & Mach......... 39% 31% 13% 21% =17% 19 us 
Wrigley (Wm., Jr.).. 574%, 344% 16 5444 7916 15 15% 3% 


* Including extra. t Paid iast year. 
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Answers to Inquiries 
(Continued from page 462) 








Effective control of “hot oil’ remains 
a serious problem, but the Sun Oil 
Co’s excellent record under the adverse 
conditions which have existed in the 
petroleum business during recent years 
is believed to justify purchasing its 
common stock at this time with a view 
to more favorable future developments. 


B. F. GOODRICH Co. 


Can you explain why B. F. Goodrich 
conuuon stock isn’t doing better? What 
of the company’s trade and financial posi- 
tion? Do you believe I can look for any 
improvement this year?—L. G., Cleveland, 
Ohio. 


Manufacturing operations of B. F. 
Goodrich are approximately evenly di- 
vided between tires and miscellaneous 
rubber products. As was the case with 
its competitors, the company was hard 
hit by the decline in inventory values 
which began in 1930 and continued 
through the early months of 1933. Ac- 
companying the drop in value of its 
inventories, declining demand and the 
over-capacity of the industry intensi- 
fied competition and narrowed profit 
margins. The improvement in sales and 
prices in the latter half of 1933, how- 
ever, enabled the company to report 
for that year net income of $2,272,514. 
This included a profit of $2,374,937 
from funded debt purchased at a dis- 
count, but was a decided improvement 
over the loss of $6,582,140, after 
$2,500,957 profit on bonds reacquired, 
in the previous year. In the initial 
half of 1934, the company reported 
net income of $1,580,014, equivalent 
to $5.37 a share on the preferred stock 
and to 48 cents a share on the common. 
After deducting extraordinary income 
of over $500,000, preferred dividend 
requirements for the period were about 
covered. Indications are that opera- 
tions during the second half of the year 
were correspondingly favorable and 
earnings for the full year the best since 
1929. Despite the fact that open mar- 
ket purchases since 1930 have steadily 
reduced the total of funded debt, finan- 
cial condition remains adequate. The 
company’s competitive position in the 
automobile tire replacement market has 
been steadily strengthened during re- 
cent years by establishing a chain of 
retail stores and as a result of a con- 
tract with Atlas Supply which dis- 
tributes through Standard Oil filling 
stations. Goodrich tires are also now 
being handled at Gulf Oil stations. 
While prices in the tire division render 
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Earnings on 
$300,000,000 Investment 
Taken from Security Holders 


NCREASES in taxes, and reduc- 

tions in rates which afford relatively 
unimportant savings for an individual 
customer, are taking away from in- 
vestors in the Associated System 
enough to pay the annual interest on 
more than $300,000,000 worth of 


securities at the rate of 5 per cent. 

During the recent depression the 
loss of earnings by utilities, and the 
shrinkage in value of utility securities 
have not been due primarily to the fail- 
ure of earnings to withstand the effects 
of depression, but principally to— 


1. Actual and threatened governmental competition. 


2. Attacks by public officials and agencies, which have 
uniformly been followed by sharp declines in the 
market price of utility securities. 


3. Reduction in earnings through action ot govern- 
mental agencies, such as excessive increases in taxes 
and unreasonable decreases in rates. 


The result of all these policies has 
been to threaten the savings of mil- 
lions of thrifty, small investors. Pres- 
ent improvement in the revenues of 
utilities has partially offset these ad- 


ASSOCIATED GAS & ELECTRIC SYSTEM 


ITHACA, NEW YORK 


verse conditions. But this improve- 
ment should not lull investors into 
inactivity. They must organize to 
combat in every reasonable way the 
injustice that is being done to them. 











profit margins extremely narrow, sus- 
tained sales volume and possibly some 
upward revision of prices is indicated 
for the current year. The numerous 
other products manufactured may be 
expected to respond to further indus- 
trial recovery. Arrears on the pre- 
ferred stock remove the common from 
near-term participation in earnings, but 
on the basis of the progress made by the 
company thus far and the indicated 
earnings improvement for the current 
year, the junior equity is believed at- 
tractive for retention on a price basis. 


AMERICAN BRAKE SHOE & 
FOUNDRY CoO. 


Do you recommend the purchase of 
American Brake Shoe? I have been read- 
ing of the new equipment to be adopted by 
railroads; and, if this has not already been 
discounted, I believe the stock should do 
better from now on—K. M., Pittsburgh, 


Pa. 


American Brake Shoe & Foundry 
Co. manufactures a broad line of rail- 
road maintenance equipment, including 
brake-shoes and parts, track fixtures, 
car wheels, bearings, steel forgings and 
numerous other products. Since most 
of these items are subject to wear they 
must be replaced, and it is primarily be- 
cause of this that the company’s earn- 


ings record during the depression years 
has been considerably better than that 
of original equipment manufacturers. 
Nevertheless, the low level of traffic 
and earnings experienced by the rail- 
roads since 1929 has kept their pur- 
chases at a minimum. Once the rail- 
roads emerge from their present de- 
pressed level, however, a tremendous 
pent-up demand for equipment will be 
released which should find reflection in 
earnings of the subject organization. 
In the meantime, the company is in a 
position to benefit from improved de- 
mand for braking materials from the 
automobile and truck manufacturers 
and equipment orders from the rail- 
roads which cannot be longer delayed 
either because of the rolling stock safety 
factor or to keep abreast with competi- 
tors. In the initial half of 1934, the 
company reported net income of $658,- 
231, equivalent, after allowing for divi- 
dend requirements on the 7% pre- 
ferred stock, to 53 cents a share on the 
common. This compared with $241,- 
486 or $2.55 on the preferred stock in 
the like period of 1933. The report for 
the full year 1934 is not available at 
this writing, but indications are that 
it will reveal some betterment over that 
for 1933, when earnings of 53 cents a 
share on the common stock were shown. 
Financial condition of the organization 
is strong, and this has permitted dis- 
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tributions to common stockholders in 
excess of earnings for the years 1931- 
33. With earnings apparently on the 
upgrade, the present 80-cent annual 
dividend on the common stock is be- 
lieved secure, with probabilities favor- 
ing an increase later on. The company 
has no funded debt, capitalization con- 
sisting solely of 94,605 shares of 7% 
preferred ($100 par) and 612,916 
shares of common. With large equip- 
ment orders from the railroads expected 
to eventually lead to a sharp recovery 
in American Brake Shoe’s earnings, its 
common stock should prove profitable 
if acquired at present quotations. 





INGERSOLL-RAND CO. 


I think Ingersoll-Rand might be a good 
“buy” now, with the many Government 
building projects anticipated, and the bet- 
ter outlook for the steel and allied indus- 
tries. What is your opinion?—W. J. L., 
Chicago, Ill. 


Manufacturing a broad line of com- 
pressors and pneumatic tools, which 
are chiefly employed by the steel, con- 
struction, mining and related industries, 
Ingersoll-Rand Co’s report for 1934 is 
expected to reveal a decided improve- 
ment over that of the previous year. 
Unofficial estimates place 1934 earn- 
ings at better than $1 a share on the 
common stock, which would compare 
with actual earnings of only one cent 
a share for 1933. In addition to the 
favorable influence of the Federal Pub- 
lic Works program, increased mining 
activity, particularly gold, has been of 
tangible benefit to the company. Orders 
from shipbuilders have also been stimu- 
lated by the naval expansion program 
and further gains from this source are 
indicated. Indicative of its business 
improvement, and the confidence of 
the management in the outlook, is the 
$2 special dividend recently declared 
on the common stock and the increase 
in the regular rate to $2 annually from 
the $1.50 rate paid during the preced- 
ing year and a half. The company is 
actively engaged in the air-conditioning 
field, having recently received a sizable 
order to furnish equipment for the 
Sears, Roebuck & Co. windowless build- 
ing in Chicago. Expansion in this 
division may be expected as the building 
trades become more active. The com- 
pany is a pioneer in Diesel motor de- 
velopment and the constantly wider 
application of these in tractors, yachts, 
passenger ships, buses, steam shovels, 
etc., holds interesting long-range possi- 
bilities. In co-operation with General 
Electric, oil-electric locomotives are pro- 
duced. With gradual improvement in- 
dicated during the current year in those 
capital goods industries from which 
Ingersoll-Rand derives a major portion 
of its business, the company’s common 
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stock is believed attractive at present 
prices both from the standpoint of 
appreciation and income. 


AMERICAN STORES CoO. 


Please advise me regarding American 
Stores Co. In view of the decline in its 
profit margins, do you counsel retention 
of my stock for income? Do you believe 
the 50-cent extra dividend will be con- 
tinued?—R. F. V., St. Louis, Mo. 


The operations of American Stores 
Co. are confined primarily to Pennsyl- 
vania and adjacent states where more 
than 2,850 stores dealing in meats and 
groceries serve densely-populated com- 
munities. This is one of the oldest 


of the chain grocery systems in the 


United States. Its consistent growth 
has been financed largely out of earn- 
ings, which speaks well for the con- 
servative policies of its management. 


For the six months ended June 30, 1934, 


net income of $2,089,200, equivalent 
to $1.60 a share, was reported, as 
against $2,376,636 or $1.82 a share in 
the like interval of 1933. This decline 
in net income was for the most part 
caused by increased costs due to NRA 
restrictions. Such costs, however, are 
being reduced in many localities by 
combining nearby stores into larger 
units, which can be operated on a more 
economical basis. Although the profit 
for the full year 1934 was probably 
slightly under that shown for 1933, 
gross dollar sales are expected to show 
an improvement. For the first ten 
months of last year, sales were up ap- 
proximately 4.5%. Dividends have 
been paid continually since 1920. In 
1926, the regular dividend of $2 a share 
was inaugurated. In each year since 
that date an extra dividend of 50 cents 
a share has been paid in addition 
to the regular disbursement. Earnings 
throughout this period covered such 
requirements by a comfortable margin 
and there is no reason to believe that 
both the regular and extra dividends 
will not be continued. While spec- 
tacular earnings improvement or 
marked per-share appreciation is not 
looked for in the immediate future, the 
shares are attractive for retention on 
an income basis. 


SHARP & DOHME, INC. 


I have 200 shares of Sharp & Dohme 
common averaging 9%. Do you counsel 
retention? What do you think of the specu- 
lative possibilities?—W. Y., Trenton, N. J. 


For many decades, the name “Sharp 
& Dohme, Inc.,” has been favorably 
known in the drug trade. Until recent 
years, the market for its specialized 
pharmaceutical and biological prepara- 
tions was limited for the most part to 
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hospitals and physicians. The company 
manufactures and distributes over 
4,000 products in domestic and foreign 
markets. It is now known more gener- 
ally to the public through such widely 
advertised household products as “S T 
37” antiseptic and tooth-paste. In pro- 
ducing these products, the company has 
entered into a highly competitive field, 
although earnings over a period of time 
should reflect persistent advertising. 
For the third quarter of 1934, the 
company reported net earnings of 
$198,182, compared with a profit of 
$380,881 in the like interval of 1933, 
However, in spite of increased operat- 
ing costs, income for the first nine 
months of last year equalled $724,227, 
equivalent to $3.16 a share on the 
$3.50 preference shares and 16 cents 
on the common. This compared with 
a profit of $652,513 or $2.85 and 7 
cents on the respective stocks in the like 
1933 interval. It is estimated that full 
year earnings for 1934 were close to 
the 22 cents earned in the previous 
year. The financial condition, accord- 
ing to the balance sheet of December 
31, 1933 (latest available), was excep- 
tionally strong, with total current as- 
sets of $7,186,630, comparing with cur- 
rent liabilities of but $437,327. The 
further improvement in consumer pur- 
chasing power anticipated for the cur- 
rent year, should increase the sale of 
this company’s products, particularly 
the antiseptic and tooth-paste items. 
While dividend payments on the com- 
mon stock are not looked for in the 
near term, we are of the opinion that 
the shares offer attraction for the pull 
and advise retention of your holdings. 


McKEESPORT TIN PLATE CoO. 


I have seen very little published lately 
regarding McKeesport Tin Plate Co. As 
a stockholder, I will, therefore, be grateful 
for any news you can give me about this 
company.—P. G. C., Tideout, Pa. 


The excellent earnings record and 
financial stability of McKeesport Tin 
Plate Co. have stood out impressively 
during the years of depression. The 
company is engaged solely in the pro- 
duction of tin plate, roughly 25% of its 
capacity having an assured outlet by 
virtue of its control of Metal Package 
Corp. which is rated as the third larg- 
est manufacturer of tin containers in 
the country. The recent acquisition of 
Colonial Can Co., by the latter com- 
pany, should increase this outlet. In 
addition to supplying the requirements 
of its subsidiary, tin plate is sold to 
many large oil companies and food 
manufacturers such as Atlantic & Pa- 
cific Tea Co., Borden Co. and Corn 
Products Refining Co. Continental 
Can and American Can also take a 
part of the output. For the six months 
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ended June 30, 1934, net income of 
$833,407, equivalent to $2.78 a share 
on the common stock, was reported. 
This compared with earnings of $716,- 
083 or $2.39 a share in the correspond- 
ing interval of 1933. However, indi- 
cations are that tin takings in the last 
six months were lower than those for 
the comparable 1933 period. Conse- 
quently, it is believed that earnings for 
the full year did not equal the $6.29 a 
share shown for 1933. However, the 
current annual dividend of $4 a share 
is believed to have been covered by a 
comfortable margin. Having no funded 
debt or preferred stock outstanding, 
the 300,000 common shares represent 
the entire capitalization of the com- 
pany. Although current prices seem 
to amply discount the near-term out- 
look, the stability of earnings, strong 
financial status and longer term possi- 
bilities of appreciation are believed to 
warrant continued retention of your 
holdings. 


MARLIN-ROCKWELL CORP. 


What do you think of Marlin-Rockwell 
at this time? Don’t you think this stock 
should be selling higher in line with its 
yield and the improvement expected in the 
automobile industry? Do you consider the 
dividend safe?—A. G., Los Angeles, Calif. 


While the principal business of Mar- 


lin-Rockwell Corp. is the manufacture - 


of steel balls and ball-bearings used for 
the most part in the automobile in- 
dustry, other industries take a substan- 
tial part of its production, particularly 
the farm implement and tractor com- 
panies. The sustained demand from 
automobile manufacturers in the first 
half of 1934 was reflected in the com- 
pany's earnings for that period. In 
the first two quarters, profits equalled 
32 cents and 41 cents a share, respec- 
tively, on the 315,245 capital shares 
outstanding as compared with deficits 
of 17 cents and 2 cents in the corre- 
sponding periods of 1933. The report 
for the nine months ended September 
30, 1934, revealed net income of $258,- 
031 equivalent to 82 cents a share on 
the capital stock, compared with $28,- 
368 or 9 cents a share in the corre- 
sponding period of 1933. The excep- 
tionally strong financial condition of 
the company permitted the payment of 
dividends in excess of earnings in the 
past year. The balance sheet at the 
close of 1933 revealed total current 
assets of $4,208,419, including cash 
and equivalent alone of $3,100,134, 
and total current liabilities of but 
$110,776. As business of Marlin- 
Rockwell Corp. closely parallels the 
rise and fall in automobile production, 
the present high rate, which is ex- 
pected to continue for some: time to 
come, should be reflected in sales and 
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earnings. While no regular dividend 
rate has been established on the capital 
stock, continuance of a liberal policy 
would seem warranted by the strong 
financial condition and favorable earn- 
ings outlook. At present levels, there- 
fore, the shares are believed attractive 
for continued retention in your port- 
folio. 








Meeting the Problems of 
Low-Cost Transportation 


(Continued from page 434) 








the play of politics. Even today there 
are thousands of political appointees in 
the many departmental agencies re- 
cently established. Congress in the 
past has yielded to the demands of 
organized minorities. Had Congress, 
instead of returning the railroads to 
their private owners in 1920, continued 
such control, would it have been pos- 
sible to reduce the 2,000,000 employees 
then employed to the 1,000,000 now 
on the payrolls? 

It is a recognized fact that in every 
country where the railroads are owned 
and/or operated by the Government 
there are many more employees per 
mile of road or on any other basis than 
in the United States. 

Canada furnishes the fine illustra- 
tion of the Canadian Pacific under 
private ownership and operation with- 
out subsidy, with similar traffic under 
the same rates and charges earning 
dividends, while its Government-owned 
and operated competitor, the Canadian 
National, of about equal mileage creat- 
ing deficits running into the millions of 
dollars made good by the taxpayers. 

If perchance we should reverse our 
policy of over one hundred years and 
take over the railroads, it would fol- 
low logically and of necessity that we 
also take over all competitive forms of 
transportation, for there could be no 
co-ordinated national system of trans- 
portation with part of the system gov- 
ernment-owned and operated and part 
left in private ownership and operation. 
The total sum required for acquisition 
of the whole system would reach a stag- 
gering sum. 


A Single Administrative Body 


As already stated an efficient co- 
ordinated system of transportation can 
only be achieved through a single con- 
trol or authority, namely the Interstate 
Commerce Commission. This Com- 
mission in the 48 years of its existence 
has been an agency of Congress free 
from domination by executive or cabi- 
net. It should remain so. Its jurisdic- 
tion should at the earliest practical date 





be extended to airways, waterways and 
highways under bills to be enacted into 
law along lines recommended by the 
Co-ordinator. To properly administer 
these new functions the membership of 
the Commission should be increased 
from eleven, the present number, to 
possibly twelve or thirteen. These 
should be made into four divisions, one 
each for railroads, highways, water- 
ways and airways, with the chairman 
of the Commission a member ex-officio 
of each. The present personnel of the 
Commission should be retained. 

Objection will be made to this large 
increase in the Commission’s duties on 
the ground that it is already over- 
worked. For the past thirty years there 
has been hardly a session of Congress 
that did not impose added duties and 
yet the work has been efficiently and 
conscientiously performed to the gen- 
eral satisfaction of the public, whose 
confidence in it has never been shaken 
by the breath of scandal. 

The problem presented by this en- 
largement of the functions of the Com- 
mission is one of administration. Its 
present methods and organization, the 
result of years of experience, have suc- 
cessfully enabled it to do its work. Its 
added personnel, composed of men 
with full knowledge of the fields of 
highways, waterways and airways 
transport, and experienced staffs will 
assure efficient administration. 

The Commission during its long life 
has been comparatively free from poli- 
tical influence. With the added duties, 
here proposed, it should remain so. 

With regulation of other forms of 
transportation, as proposed, placed in 
charge of such an enlarged Commis- 
sion, the railroads, to a large extent, 
will be given that equality of opportu- 
nity which they seek. 








For Profit and Income 
(Continued from page 458) 








based on market values, at the end of 
1934 was $1.14 a share, compared with 
$4.10 at the end of 1933. The report 
for the coming year may well be even 
more disappointing, for Consolidated 
Gas of New York paid $2.25 in 1934, 
whereas the last quarterly declaration 
was only 25 cents, while the United 
Gas Improvement Co. has just declared 
a dividend 5 cents less than the usual 
30. 

On the other hand, stockholders 
received some gratification from the 
preliminary report of the Caterpillar 
Tractor Co. which showed earnings for 
1934 equivalent to $1.96 a common 
share, against only 16 cents a share in 
1933. 
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Attack on Utilities Hits 
Public in Both Pockets 


(Continued from page 438) 








Second, if bonds of operating com- 
panies are sound, is there any logical 
or ethical reason why the additional 
capital represented by the common 
stocks of such companies should not 
receive a fair return? There has been 
a great deal of loose thinking on this 
subject. Savings banks and life insur- 
ance companies will not invest in utility 
bonds or retain such investments un- 
less the bond interest is covered twice 
over and many look askance at bonds 
which are not earning three times their 
interest. Aside from the balance 
sheet, the best evidence of ample earn- 
ings to secure the margin above bond 
interest is provided by the dividends on 
stock issues. If a utility is not able to 
pay dividends, therefore, its bonds will 
not long retain the favored regard of 
fiduciary institutions. 

Third, the best evidence that both 
investors and the public accept and 
interpret the political attack as inclu- 
sive and undiscriminating is the fact 
that all varieties of utility stocks— 
whether of holding company or operat- 
ing company—have been sorely de- 
pressed in market price. 

Fourth, hundreds of millions of dol- 
lars have in good faith been invested in 
utility common and preferred stocks by 
insurance companies, educational or- 
ganizations, charitable organizations, 
religious institutions, trustees, guardians 
and fraternal organizations. This pub- 
lication has obtained figures on such 
investments from various of the sound- 
est and best-known utilities in the 
,country. 

Two of these reports are worth sepa- 
rate consideration because the statistics 
supplied do not fall into the same classi- 
‘fications as the others. The Southern 
‘California Edison Co. estimates that 
some $20,000,000 of its stocks are held 
‘by owners in the classifications out- 
‘lined above. It adds that 470 estates 
and practically all of the larger insur- 
_ance companies of the country are 
stockholders, as well as such educational 
institutions as California Institute of 
“Technology, and Lehigh, California, 
Rochester, Pennsylvania, Harvard and 
Yale universities. 

The Louisville Gas & Electric Co. 
reports that investors in its preferred 
stock include more than 1,900 widows, 
342 trust estates, 242 teachers, more 
than 1,000 office workers, more than 
1,100 railroad, building trades and 

,other workers and 246 retired men, 
the majority retired because of age. 

Accompanying this article is a com- 
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posite table covering the American Gas 
& Electric Co., Commonwealth Edison, 
Consolidated Gas of Baltimore, United 
Gas Improvement Co., Consolidated 
Gas of New York, and Public Service 
Corp. of New Jersey. More than 
25,000 individual stock accounts of a 
fiduciary character are involved in 
these six utilities alone. They make up 
an important percentage of total stock- 
holdings. For example, stockholders 
of Consolidated Gas of Baltimore in 
this classification make up 11.3 per cent 
of all shareholders and hold 39.2 per 
cent of the preferred stock and 14.3 
per cent of the common. 

The number of American citizens 
whose funds are pooled in these fidu- 
ciary holdings can not be estimated. 
For all utilities, it without doubt 
amounts to many millions. It is this 
writer's guess that the damage already 
inflicted on this particular group of 
utility investments amounts to a sum 
larger than will be saved for domestic 
electricity consumers in a generation by 
the ruthless and blundering zeal of 
political reformers. 

It will not change while millions of 
voters placidly accept political indict- 
ment of the utilities as Public Enemy 
No. 1. 








Changing Investment 
Trends 


(Continued from page 451) 








Standard Brands and Pullman. 

Fidelity Fund, Inc., during the quar- 
ter ended December 31, sold Atchison, 
Boeing, Consolidated Gas, Continental 
Oil, Mack Trucks, New York Central, 
North American, Pacific Mills, Pull- 
man, United Airlines, Western Union 
and Sears, Roebuck; while its purchases 
or additions included Allied Chemical, 
American Can, American Rolling 
Mills, American Tobacco, Briggs 
Manufacturing, Chesapeake & Ohio, 
Commercial Credit, du Pont, Hercules 
Powder, Hiram Walker, Loew's, Pen- 
ney, Standard Oil of New Jersey and 
United Fruit. 

What does all of this show? It 
shows agreement among these particu- 
lar investment trusts on the position 
and prospects of a few industries and a 
few stocks—but disagreement as to a 
somewhat larger number. 

As might be expected the utilities 
are in far less favor with trust manage- 
ments than was the case a few years 
ago. New rail purchases are in the 
main confined to a handful of the 
strongest roads. Chemicals as a group 
continue to be a popular medium for 
funds and with considerable justifica- 
tion despite the high ratio to earnings 
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which their prices maintain. There jg 
also a notable tendency to retain and 
even increase representation in sound 
companies among the heavy industries 
revealing an increasing faith in an 
ultimate comeback. There is likewise 
a well defined belief manifested in the 
comeback of the oils, although choice 
of individual issues shows wide differ. 
ences of opinion. 

The few stocks favored by the trusts 
which have so far reported represent 
good companies, but so do various other 
issues that some trusts have sold and 
others bought, which shows that trust 
managements are a good deal like in- 
dividuals with definite likes, dislikes 
and varying degrees of shrewdness. In 
the main, however, it is encouraging to 
note an increasing conservatism among 
them which tends to justify the name 
of investment trusts. 





With Our Readers 
(Continued from page 421) 








put a tax on plans and remedies. Seri- 
ously, we disagree that excessive savings 
have been the root of our difficulties, 
We are not saving too much. We are 
producing too little —Ep. 


Sirs: 

We are just taking a chance on 
whether we bother you too much or 
not with what we have to say about 
the articles by Mr. Hemphill and the 
criticism by Mr. Spahr published in 
THE MAGAZINE OF WALL STREET. We 
are content to leave the reply, if any, 
up to Mr. Hemphill, who, we think, 
can handle the matter much better than 
we can. 

In my opinion, it would be worth 
while for some of the financial writers 
to go out into the country, mingle with 
the people and learn something about 
the terrible conditions even now pre 
vailing throughout the land. They 
may learn the real cause of it all, and 
they may be able to prescribe a real 
remedy. 

The manipulators of finance do not 
represent the business interests any 
more than a pair of deuces represent 
the winning hand in a game of poker.— 


M. A. W., Muskogee, Okla. 


We suggest you come here and go 
through the streets of New York and 
mingle with the many millions who live 
here and find out about the terrible 
conditions prevailing even now in this 
city. More people are on relief in this 
city than live in Oklahoma and several 
neighboring states. Maybe you would 
learn the real cause of it all and be able 
to prescribe a real remedy. If ‘you can, 
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the columns of this department are open 
to you. Nobody ever said the “manipu- 
lators of finance” represent the business 
interests, but you underestimate the 
value of a pair of deuces. All you have 
to do is declare them “wild” and they 
are then as good as aces. Every deuce 
in the deck is wild today. Otherwise 
we wouldn't be flooded with monetary 
panaceas, quack nostrums and othe» 


political pap.—Ep. 
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Business Looks at the Pros 
and Cons of “Social 
Security” 

(Continued from page 443) 








aroused in annuities, as the amounts 
which may be voluntarily accumulated 
in the government agency shall not ex- 
ceed $9,000, with the corresponding 
limitation of the annuity. 

The possibilities of these new social 
enterprises for broad economic good 
must be weighed in the balance. If wise- 
ly and honestly administered they can 
not fail to make for social stability. And 
what is of more importance to busi- 
ness than public tranquility, order and 
contentment? The chief cause of so- 
cial unrest is fear—fear of economic 
disaster. Subversive forces do not 
thrive well in a community which pro- 
gressively works to improve the eco- 
nomic and cultural status of the people. 
To give all the workers some insurance 
against loss of employment, to give all 
the lower brackets of employees—over- 
all or white collar—some assurance 
that they shall not want in dependent 
old age—is to take bitterness and revo- 
lutionary haste out of the forward 
movement of society. There is also 
the more immediately substantial pros- 
pect that the costs of social reform, 
borne individually or publicly, whether 
by employers or employees, may be 
more than offset by the direct busi- 
ness effects of insurance and pension 
funds. As time goes on the indigent 
aged will disappear. Some eight or ten 
million persons will be assured of at 
least some income and all persons who 
ordinarily earn $250 a month or less 
will have some income in times when 
employment is lacking. These groups 
will perhaps have less to spend during 
years of their productive age or of 
prosperity but they will have more to 
spend in years of unproductiveness or 
months of unemployment. The com- 
bined effects will certainly have some 
tendency to smooth out the business 
curve. 

But the essential burden on the pro- 
ductive incubus of society for the bene- 
fit of the unproductive may well be so 
great as to crush the whole social fabric 
as it exists. 
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DIVIDEND NOTICE, 

PACIFIC LIGHTING CORPORATION 
Common Stock Quarterly Dividend No. 102 of 75 cents per share, payable 
February 15, 1935, to stockholders of record January 19, 1935. 
$6.00 Preferred Stock Quarterly Dividend No. 110 of $1.50 per share, payable 
January 15, 1935, to stockholders of record December 31, 1934. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. ‘a 


PACIFIC LIGHTING CORPORATION 


AND SUBSIDIARY COMPANIES 





Consolidated Statement of Revenues, Expenses and Dividends 
for the Twelve Months Ended December 31, 1934 


Gross OpeRATING REVENUE ...... Saeie $43,549,689.14 
OPERATING EXPENSES, TAXES, AND DEPRECIATION : 
Operating Expenses. . . . . $19,157,913.20 
SE ox et xP ek Bete 5,848, 655.19 
Depreciation ........ 6,472,818.30 
ME Ek he sm ar fa Ty. &. aed : - a 31,479,386.69 
Net OperaTING REVENUE........... $12,070, 302.45 
Orner INcomg, NET. .........2.6.-% __ 304,218.50 
(0c Fh an an ace oe cr ee $12,374,520.95 
Depuct: 
Bond Interest ....... . $5,009,774.61 
Amortization of Bond Discount 
and Expense. ....... . 276,686.44 
Other Interest... 2... 2... 29,419.01 
PO Bo 5 Gob es os $5,315,880.06 
Less Interest Charged to Construction 39,863.05 
NGENDOUUCHONE? ook oa ee eS 5,276,017.01 
Net Income Berore Divipenps ....... : ~ $7,098,503.94 
Depuct DivipENDs OF SUBSIDIARIES: 
Preferred Stock ...... $1,535,501.86 
Common Stock, Minority Interest 517.00 
RE 3 Se! o> torn “ig Sed ke Js ed Sa 1,536,018.86 
AVAILABLE FoR DiviDENDS ON PREFERRED AND 
Common Stock or Paciric Ligutina Corp. $5,562,485.08 
DrvipENDS ON PREFERRED STOCK ....... 1,179,990.00 
AVAILABLE For Divipenps on Common Stock . ~ $4,382,495.08 
DivipENDs ON CoMMON StocK ........ 4,825, 893.00 
REMAINDER TOSURPLUS ........... 7 +g 443,397.92 
Balance Available for Dividends _ 
on Common Stock Equals, Per Share... . . $2.72 
* Deficit 


PACIFIC LIGHTING CORPORATION, 488 CALIFORNIA STREET, SAN FRANCISCO 
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In the Next Issue 


Foreign Trade Reaches 40% of the Boom Level 
By H. M. TREMAINE 


Why Liquor Stocks Are Behind the Market 


By Georce L. MERTON 


























New York Curb Exchange 














ACTIVE ISSUES 


Quotations as of Recent Date 


1935 


Price Range 
——————. Recent 
Neme and Dividend ~~ Low Price 

Amer. Cyanamid B (.40 17% 16% 17% 
Amer. Gas * Elec. a5: 20% 19% 20% 
Amer. Lt. & Tr. (1.20) ...... 10 9 9% 
Amer. Superpower......... 1% 1 1% 
Assoc. Gas ene ‘evi ee % 7/16 
Atlas Corp.. 9 8% 834 





Cities Service... .... ne 
Cities Service Pfd 13% 11% 11% 
Cleveland Elec. Tiium. (2)... 264 234% 26% 
Colum. G. & E. cv. Pfd. (5). 64 57 58 
Commonwealth Edison vied 554% 47% «52 


Consol. Gas Balt. (3.60) . 565g 525, 654% 
Cord Corp. (f.25).......... 4 334 3% 
MD none no S400 5.000 10 9 9% 
Creole Petroleum.......... 13 12% 
Distillers Cp. Seag......... 18 15% 16% 
Elec. Bond & Share........ % 6 6% 
Elec. Bond & Share Pfd. (6).. 404% 3744 39% 
Elec. Pr. Assoc. (.40)....... 4 3 

Fisk Rubber. 11% 94 9% 


Ford Mot. of Can. “A” (41%) 82% 283% 305% 
9 , 


Ford Mow, Ree ap 8% 8% 
en ke ae 71% 63% 
Glen Alden ‘Coal (*%1%).. 24 20%; 215% 





1935 
Price Range 
————. Recent 
Name and Dividend...... High Low Price 
Great A. & P. Tea N.-V. (7).. 139 126 128 
Greyhound Corp........... 23% #$.20% #$£.321% 
Soot) ee 60% 555, 5844 
Hudson Bay M. & --- 18% 11% 138% 
Humble Oil (1) .. nies 48146 44 45% 
Imperial Oil (*. 80)... aie Le: 16% 16% 
Lake Shore Mines ("4 ees 55 48 5134 
Mead-Johnson & Co. i. . 6334 60 60 
National Sugar Ref. (2)..... 33 314% 33 
Niagara Hudson Pwr....... 3% 3 34% 
Novadel-Agene (2)......... 223%, 21% 22% 
Pan-Amer. Airways (*.50)... 41% 38952 41% 
Pepperell Mfg. (6)......... 8912 80 84 
Pitts. Pl. Glass (1.60)...... 58 5344 «#57 
Sherwin-Williams (3)...... 9044 84 8634 
South Penn Oil ( — Nees ee 2334 225 23% 
Swift & Co. (*.75).......... 19% 174% 17% 
Lt) a 35% 31 32 
United ee ete oe ig % % 
United Lt. & Pw ere |i a 1 
United Shoe Mach~ (6). faaue 7544 70 713% 
Walker Hiram H. W........ 313% 255g 29 


* Includes extras. { Paid last year. 














How Many Jobs Can 
Business Make? 


(Continued from page 441) 








change his services or his products for 
those of the other fellow—even though 
most of us have slipped into the habit 
of thinking of the matter purely in 
terms of money. 

Inequality of exchange values is the 
biggest obstacle to active business. If 
every product and all labor costs today 
had the same price ratio to 1929 or to 
the present national income, economic 
recovery would be irresistible. The 
damage wrought—in terms of lost 
economic activity—by high and rigid 
costs of many products, notably hous- 
ing and steel, is simply incalculable. 

How this works out is simply and 
strikingly shown by a few figures on 
residential construction. The cost of 
building in 1934 averaged only a little 
less than 90 per cent of the 1926 
average. The national income per 
capita in 1934 was less than 50 per 
cent of the 1926 level. Result: the 
average person would have to pay a far 
greater percentage of his 1934 income 
in building a house than in 1926—so 
much larger that few people could 
pay it. So residential construction last 
year was less than 10 per cent of the 
1926 average. 

Though we have no census of the 
unemployed, it is quite certain that by 
far the largest single group consists of 
building workers, direct and indirect. 
Their prospect of large-scale private 
employment is not bright, for several 





reasons. Governmental efforts thus 
far have tended to maintain high and 
rigid construction costs and, incidental- 
ly, we may note that N R A greatly 
raised costs of a variety of other dur- 
able products, already too high. It is 
therefore fatuous to assume that gov- 
ernment can take any positive steps to 
reduce these costs. 

Then too, the majority of construc- 
tion workers in the boom years were 
employed on large building operations, 
such as office buildings, hotels, apart- 
ment houses, etc. We have a surplus 
of such facilities today. Actual short- 
age and grave obsolescence are present 
in one-family dwellings. Anything ap- 
proaching a boom in this type of build- 
ing might conceivably take up an im- 
portant amount of the slack in present 
employment, but real activity will 
await either lower cost or a rise in na- 
tional income while costs remain hori- 
zontal. The latter outcome is the more 
likely of the two but will require con- 
siderable time. 

The only other promise of employ- 
ment for this group is their possible 
partial absorption in manufacture and 
erection of pre-fabricated houses, now 
on the economic threshold beyond any 
question; or their absorption in other 
new industries. 

While fretting over employment in 
the heavy industries we are likely to 
forget that employment shifts are con- 
stantly going on. For example, em- 
ployment in the radio industry is 98 
per cent above the 1923-1925 average, 
but 24 per cent lower than that average 
in the machinery industry. Employ- 
ment in aircraft is 231 per cent over 
the 1923-1925 level, but is 58 per cent 
lower in railroad car construction. In 


the glass industry employment is only 
slightly lower than in 1923-1925, but is 
70 per cent less in brick and tile. Even 
within a single industry there are wide 


variations; for example, lumber em- 
ployment is down some 51 per cent, 
but within this average employment in 
saw mills is down 65 per cent, while 
employment in turpentine is down only 
some 5 per cent. Employment in the 
chemical industry, in rayon and in me. 
chanical refrigeration and air condition- 
ing is in each instance much higher than 
in 1923-1925. 

It has been said that half the people 
who attended the Century of Progress 
Exposition at Chicago are employed in 
industries which did not exist when the 
World’s Fair was held in 1893. Unfor- 
tunately, forty-two years is a long time 
to wait for another equally great shift! 

Foreign trade, we should note paren- 
thetically, is a more important source 
of business activity and employment 
than is generally realized. We have 
been inclined, most of us, to think of 
it as a vanished thing. Our total vol 
ume of merchandise exports and im 
ports in 1934 is estimated at $3,845, 
000,000. This is more than the gross 
revenues of all our railroads and far 
more than last year’s total construction, 
public and private. Moreover, it was, 
in dollar value, nearly 40 per cent of 
the 1929 foreign trade volume. We 
would do well to cultivate this business. 

Above we have seen that the near- 
term prospects of re-employment in 
construction are not bright. Neither 
are they bright in relation to such 
heavy-industry revival as depends up- 
on long-term security flotations. 


“Natural” Factors Favorable 


On the whole, the forces working 
in our favor are preponderantly the 
much sneered at “natural” factors of 
recovery. Governmental intervention 
can aid or retard these forces, but is 
secondary to them. Our impatience 
sometimes obscures the simple reality 
that our economic mechanism is in 
very considerable degree self-corrective. 
Has this mechanism broken down? 
You might as well say that the family 
automobile has broken down when 
father gets a load of liquor under 
his belt and drives it at sixty miles an 
hour into a telephone pole. That is 
about what we have done to our eco 
nomic machine since 1914. And when 
the darn thing finally simply refused 
to go on being abused, we invited in 
the political mechanics and they have 
been tinkering with it ever since. 

In every conceivable manner we and 
our government fought and resisted de’ 
flation, which is a purge and an adjust’ 
ment. Nevertheless it continued for 
the better part of four years—and it 
is mainly due to that medicine, hor 
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rible to taste, that we are now slowly 

- getting well. Here and throughout the 
world, sometimes aided by government, 
sometimes hampered, millions of indi- 
viduals and millions of enterprises have 
been making their own adjustments. 

The national income is gradually 
rising. With farm income up and the 
lesson of N R A price-boosting prob- 
ably learned, the outlook is for a some- 
what better balance of price relation- 
ships this year than in either 1934 or 
1933—-even though correction of some 
of the worst disparities still has an 
enormous distance to go. Consumer 
buying already is plainly and actively 
spreading from goods for immediate 
consumption into such durable prod- 
acts—chiefly household equipment—as 
are either equitably priced or appear in- 
dispensable to the buyer. 

Above all, a quite staggering total of 
wear and tear and obsolescence has 
accumulated in this country in all types 
of durable goods—consumers’ durable 
goods for household use, farmers’ capi- 
tal equipment, the capital equipment of 
all branches of industry, transporta- 
tion, trade. At the same time, design- 
ers and engineers have been bending all 
efforts to improve the design and effi- 
ciency of all products, further speed- 
ing obsolescence of the old and further 
quickening the potential buyer’s desire 
and need. 

Some observers believe that at some 
point in the present upward cycle this 
huge pent-up demand for durable 
goods will break like a tidal wave. That 
is to be doubted. More likely, the up- 
ward spiral will be gradual, cumula- 
tive and subject to set-backs from time 
to time. 

We can point to no single, specific 
development that promises to employ 
within the next year more than a small 
percentage of the workers now on re- 
lief. If the majority find private em- 
ployment before the political mechan- 
ics hopelessly wreck the machine’s feed 
line—which is credit—it will be at the 
instance of this inclusive, elusive, enor- 
mous, groundswell force that some still 
have the temerity to call ‘natural re- 
covery.” 











As I See It 
(Continued from page 427) 








To save the self-respect of the unem- 
ployed is a glorious ideal, but how long 
can we prudently cling to it when the 
choice is between it and an ever-grow- 
ing threat to the Federal credit? 
Haven’t we already done enough 
experimenting to indicate where our 
choice must lie? Dare we follow the 
course of other nations, inviting de- 
vastating inflation, to foster a plan 
already demonstrated to be slow, un- 
productive and expensive? 

I have no statistics to prove it, but 
it would be my surmise that the Public 
Works program of the Pharoahs of 
Egypt was probably halted by much 
the same reason. If we are not careful 
we may not even produce such an 
enduring rendezvous for tourists. 








Bayuk Cigar Co. 
(Continued from page 457) 








Phillies” sold for 10 cents but in that 
year the company made what has since 
proven to be a very strategic merchan- 
dising move. The price of “Bayuk 
Phillies” was cut 50%. Sales immedi- 
ately gained literally by leaps and 
bounds until this brand became the 
largest selling 5-cent cigar on the mar- 
ket. 

~ While other brands have contributed 
to the improvement in earnings, it has 
been largely due to the phenomenal sales 
gains made by “Phillies” that earnings 
in a comparatively short space of time 
have gone from “red” to a point where 
consideration may be given to the pay- 
ment of a generous dividend. 

Last June the company paid a 4% 
stock dividend and in December a 
dividend of $1 was paid. There has been 
no official intimation, however, that 








MARKET STATISTICS 


N. Y. Times —-Dow, Jones Avgs.—. 
30 Indus. il 


40 Bonds 


Monday, January 14........... 83.08 102.76 
Tuesday, January 15........... 82.61 100.49 
Wednesday, January 16........ 82.69 101.54 
Thursday, January 17.......... 82.68 101.92 
Friday, January CEE Oe ee 82.94 102.36 
Saturday, January 19........... 83.05 102.96 
Monday, January 21........... 83.23 103.35 
Tuesday, January 22........... 83.34 102.77 
Wednesday, January 23........ 83.29 102.88 
Thursday, January 24.......... 83.34 102.44 
Friday, January 25............. 83.46 102.86 
Saturday, January 26........... 83.62 102.50 








N. Y. Times 
50 Stocks 
20 Rails High Low Sales 
35.44 85.70 85.04 554,150 
34.14 85.86 83.12 1,369,160 
34.77 85.11 83.83 667,240 
34.74 85.36 84.36 736,520 
34.58 85.62 84.82 685,830 
35.14 86.12 85.49 391,600 
35.06 86.72 85.57] 689,160 
34.84 86.39 85.68 593,360 
34.59 86.19 85.33 619,950 
34.52 85.65 85.00 437,216 
34.62 85.84 85.07 517,290 
34.60 85.75 85.12 322,810 





Investor’s 
Pocket Guide— 


The 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying—then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1525 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 





interested. 
—the industries — the companies 
which are going ahead — those 


which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—the 1932 and 1933 earnings—the 
interim earnings for 1933 and 1934. 

—the 1933 and 1934 price ranges. 

—ticker symbols. 

—*the “low prices’ since July 1st, 
1933— so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring you 
“Adjustable Stock Ratings”—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 

* We have just completed handy, pocket-sized 
tables which, using the “lows” sinee July Ist, 
1938, as given in “Adjustable Stock Ratings,” 
can enable you to find minimum margin require- 
ments and maximum lean values at a glance. 


You can have a copy of these tables, free, if your 
subscription is received within the next 10 days. 


Mail your order now— 


The MAGAZINE of WALL STREET 
90 Broad Street, New York. 

OHI enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 
monthly for one year—also tables of 
“Minimum Margin Requirements and 
Maximum Brokers’ Loans” FREE. 
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Over-the-Counter 














ACTIVE ISSUES 


Quotations as of Recent Date 


INDUSTRIAL 

Asked 
American Book Co. (4) 61 
Babcock & Wilcox (.40) 36 
Bon Ami, B (*13) 46 
Canadian Celanese 2414 
Colt Fire Arms (*114) 2834 
Crowell Publishing Co. (1) 22 
Dictaphone Corp. (234) 2314 
Fajardo Sugar ; 80 
National Casket (3) 57 
Northwestern Yeast (12) é 145 
Scovil Mfg. (1) 23% 
Singer Mfg. Co. (*1414) 255 
Wilcox & Gibbs (1) tte 


PUBLIC UTILITIES 


Alabama Power Pfd. (7) 

Carolina Power & Light Pfd. (7).. 57 
Central Maine Power Pfd. (7).... 45 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 68 
Consumers Power Pfd. (6) 


Bid Asked 
Dayton Power & Light Pfd. (6)... 86 89 
Jersey Central Pwr. & Lt. Pfd. (7). 5634 5814 
Kansas Gas & Electric Pfd. (7)... 
Metropolitan Edison Pfd. (6) 
Nebraska Power Pfd. (7) 
New Jersey Pwr. & Lt., Pfd. (6).. 
Ohio Public Service Pfd. (7) 
Pacific Gas & Elec. Pfd. (1.50).... 20 
Pacific Power & Light Pfd........ 38 
Puget Sound Pwr. & Lt. Pfd...... 18 
Tennessee Elec. Power Pfd. (6)... 4014 
Texas Power & Light Pfd. (6).... 75 
Utilities Pwr. & Lgt. Pfd 


TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (4).... 75 
Mountain States Tel. & Tel. (8)... 107 
Northwestern Bell Pfd. (614)..... 111 
Peninsular Telephone 5 
Southern New England Tel. (6)... 10514 

* Includes extras. 
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the company intends to place the shares 
on a $4 dividend basis. It is probable 
that the management desires to 
strengthen the company’s treasury po- 
sition further before initiating a regu- 
lar rate. While current assets at the 
end of 1933 were more than $6,500,- 
000, as against current liabilities of 
$1,620,965, the company had only 
$306,297 in cash and notes payable 
amounted to $1,400,000. Doubtless 
the better earnings of the past year 
have permitted a more equable distri- 
bution of current assets and a reduction 
in loans. 

At 42, the company’s common stock 
is selling but little more than five times 
estimated earnings for the past year. 
Whether the shares are “cheap” at this 
price depends upon speculative factors. 
For instance, public taste in cigars is 
fickle and the shares would later prove 
to be undervalued at present quotations 
only if the company is successful in 
maintaining the prestige and sales vol- 
ume of its principal brand. In other 
words, the present earnings base rests 


almost entirely upon the sudden and 
unprecedented popularity of a single 
product. It is this condition which 
doubtless accounts for the current low 
ratio of market quotations to earnings. 
On the other hand the presence of a 
small outstanding capitalization and 
large earnings are factors worthy of 
speculative attention and for one in a 
position to assume the risks involved, 
possibilities exist for large reward in 
the way of price appreciation. 








Happening in Washington 
(Continued from page 431) 








dustries. Priming the pump only works 
when there is water in the well. 


Building revival prospects are 
clouded. Steel and lumber are in- 
creasing sales and output, but private 
building expenditures continue to sag. 


F H A is making new drive to per 
suade manufacturers of building m 
terial and equipment to make a stimu 
lative reduction of prices. 


Erection costs, not materials co 
is held by material men as the effective 
barrier to building revival on a cons 
vincing scale. Discussing building 
problem in a gathering of manufacturé 
ers here a national figure declared 
emphatically: “There will be and 
should be no building recovery of 
magnitude until housing is made cheap- 
er. Construction material proper 
amounts to only 20 per cent of average 
residence cost. Erection labor, builde 
ers’ profits, and accessories (necessary 
or gadgets) take the rest. The manu 
factured house is the only answer; uné 
til it comes people will buy transporta? 
tion instead of location.” 








The International Nickel . 
of Canada, Ltd. 


(Continued from page 454) 








All this development work is now bé 
hind International and the companj 
still remains rich in working capital 
At the end of last September, it pos 
sessed nearly $19,000,000 in cash @ 
its equivalent, to say nothing of invei 
tories of nearly $20,000,000 and 
ceivables of nearly $6,000,000. Cur 
rent liabilities totaled $5,800,000. Such 
a position obviously is favorable to coma 
mon stockholders, for it means t 
earnings now, so far as can be seen 
can easily be spared from the busine 
There is, of course, $27,627,825 in 7% 
preferred stock outstanding and $54 
000,000 or so in the debenture sto¢ 
of British subsidiaries, but even so thi 
still leaves the common with a ve 
substantial equity. 

By how much does such an intra 
corporate position modify the previous 
contention that on present earnings af 
those immediately in prospect Nickel 
common cannot be considered cheapf 
Certainly to some extent, for there ii 
no questioning the validity of the 
grounds for expecting that the ultimat 
outcome will be profitable. 








What the Insiders Hold 
(Continued from page 435) 


WALGREEN 





James C. Cose, 





U. S. GYPSUM 
Charles F. Henning, Vice Pres. and Dir.. 


T. R. Parrish, Asst. Sec 
William L. Keady, Dir 


1,845 com. 


F. W. WOOLWORTH 
469 pref. Fred 
26 com. Edward 


341 com. 





F.. Lotz, Asst. Treas............. 
Seymour H. Knox, Dir................+- 


F. C. Schramm, Vice Pres 


WILLIAM WRIGLEY, JR. 

Nelson L. Buck, Vice Pres. 

Philip K. Wrigley, Pres. and Dir 
Vice Pres. and Dir 
Henry L. Webster, Asst. Sec 


9,233 com. 
119,682 com. 
16,456 com. 
1,352 com. 


5,000 com. 
1,225 com. 
91,320 com. 
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